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INTRODUCTORY NOTE 

The first American Conference on Social Insurance, held 
in Chicago, June 6-7, 1913, under the auspices of the Ameri- 
can Association for Labor Legislation, marks another im- 
portant step in a world-wide movement in which the United 
States lags nearly a generation behind Europe. This con- 
ference also, as the logical successor to several important 
American conferences on workmen’s compensation for 
industrial accidents, has its European prototype, which, 
expanded into a world conference, will hold its tenth 
international congress in the United States in 1915. 

The movement in the United States has resulted during 
"the last three years in the passage of workmen’s compensa- 
tion or accident insurance laws in twenty-three states. In 
1908 Congress had enacted a compensation law, a very inad- 
equate measure to indemnify certain injured employees in 
the government service, which is soon to be replaced, it is 
hoped, by comprehensive legislation on more liberal lines, 
including the extension of the principle to embrace occupa- 
tional diseases. Wisconsin in 1911 inaugurated state life 
insurance, and this year thirteen states have introduced 
similar bills. Agitation has begun for old age pensions, as 
well as for insurance against sickness and unemployment. 
Pensions for mothers has caught the popular fancy with 
new laws this year in no fewer than fifteen states. Three 


years ago few leaders of economic thought would have pre- 
dicted such quick results. The next three years may see 
even greater changes. The time is ripe for careful study 
of social insurance in America. 

The proceedings of the first American Conference on 
Social Insurance, here made available in convenient form, 
should give additional impetus to this study. Moreover, 
the publication in this connection (p. 287) of a select bibliog- 
raphy will, it is hoped, be helpful to thousands of new 
students of this important problem. 


Joun B. ANDREws, Secretary, 
American Association for Labor Legislation. 
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NEXT STEPS IN SOCIAL INSURANCE 


Presiding Officer: Wittiam F. WiLLOoUGHBY 
President, American Association for Labor Legislation 
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THE PROBLEM OF SOCIAL INSURANCE: AN ANALYSIS 


WILLIAM F. WILLOUGHBY 
President, American Association for Labor Legislation 


On November 17, 1881, Emperor William I of Germany sent 
to the Reichstag his famous message appealing to the imperial 
legislature resolutely to apply itself to the task of placing upon 
the statute book laws for the protection of workmen against the 
suffering and loss resulting from their being incapacitated in any 
way for manual labor. Prior to this date the several states of the 
empire had already done much in the direction of liberalizing the 
harsh and inequitable law of employers’ liability, and the empire 
itself, under the lead of Chancellor Bismarck, had begun the elabo~ 
ration of a scheme for the insurance of workmen against acci- 
dents. In this communication of the emperor, which is often 
called “the monument of the new social order’, a complete scheme 
of workmen’s insurance was elaborated and unequivocally 
advocated. 

An almost immediate response followed. The great German 
empire accepted the program, and, by a series of laws unparalleled 
in their boldness, organized its comprehensive system of national 
insurance under which practically the entire body of industrial 
workers of the empire are now insured against the three great 
contingencies causing inability to earn a  livelihood—accidents, 
sickness and old age and invalidity. 

This system has now been in practical operation a matter of 
twenty-five years. At no time has there been serious question re- 
garding the wisdom of the policy or the desirability of the ends 
sought. Criticism has had for its purpose the pointing out of 
defects in the machinery employed; changes introduced have looked 
towards strengthening the system in order that it might more 
effectively accomplish its purpose. 

Germany did more, in erecting this system, than accomplish 
a great reform for the welfare of its people. It set an example 
that has powerfully influenced all industrial nations. Scarcely a 
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country of Europe but immediately applied itself to the task of 
studying the system, of examining its own needs in this field and 
of elaborating propositions with a similar end in view. 

Insurance is a science or method permitting of almost infinite 
variety in respect to character of organization and practices that 
may be employed. As the subject of workmen’s insurance was 
studied by other countries, having other conditions to meet, and 
with other traditions in respect to the function of the state, it 
became apparent that, granting the desirability of the ends sought 
by Germany, it by no means followed that the precise means em- 
ployed by that country should in all cases be followed. Especially 
was progress made in the direction of elaborating schemes by which 
resort might more largely be had to private or cooperative effort. 
The more the subject was studied with a view to positive action 
the more it became apparent that the questions involved were of 
great complexity and that the range of choice for action was a wide 
one. On one point, however, there was scarcely any difference of 
opinion. As regards the fundamental issue at stake—the need 
for insurance in some way,—there was a practical unanimity of 
opinion. 

With parallel efforts being made at so many points the need be- 
came apparent for some means by which the thought and work of 
all might be made commonly available, and the experience of one 
nation be drawn upon by others. The occurrence of the universal 
exposition at Paris in 1889 was seized upon as the opportune 
occasion on which to inaugurate such a cooperative movement. 
There was accordingly assembled at Paris in that year the First 
International Congress on Accidents to Labor and Workmen’s In- 
surance. From this beginning has followed a series of congresses, 
meeting every two years in different cities of Europe, which has 
constituted an international forum for the consideration of all 
matters relating to social insurance. Its proceedings, and the 
quarterly bulletin, issued almost from the beginning by its per- 
manent organization, constitute an unequalled body of literature 
bearing upon a great field of social reform. 

I have traced the rise and services of that organization, because 
we, in the United States, now stand practically where the states of 
Europe stood twenty-five years ago when that congress was organ- 
ized. There are few of our forty-eight commonwealths but are 
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now actively concerning themselves with questions lying in this 
field. Many of them have created special commissions to investi- 
gate one or another aspect of the problem. These have in part 
made their reports; others are still at work, and new commissions of 
inquiry are constantly being provided for. A no inconsiderable 
number of states have advanced beyond the investigation stage, 
and the volume of legislation that has already been enacted is large 
and constantly growing. Throughout the country official commis- 
sions, students of economics, employers’ and workmen’s organiza- 
tions, and the press, are giving it increased attention. As regards 
legislation actually had, it is confessedly tentative. No consistent or 
measurably complete program has been adopted by any state. Legis- 
latures are merely feeling their way, step by step. As regards 
public opinion, no agreement has been reached in respect to what 
should be done, or how it should be done. Almost the only common 
point reached is that here is a great social problem, in respect to 
the solution of which America is a generation behind almost all 
other civilized nations. 

As a matter requiring concrete action, the problem is one which 
primarily concerns the individual state, though the part that can 
be played by the national government is by no means insignificant. 
There is, moreover, no imperative need that the specific action 
taken by the several states shail be rigorously uniform. Notwith- 
standing this, the fact cannot be too strongly emphasized that we 
have to deal with a problem that is nation-wide in its significance. 
It is one, moreover, resting upon basic considerations and funda- 
mental principles that are of universal application. Involved in it 
are elements of social justice and scientific procedure which know 
no state boundaries. We need a national opinion on the subject. 
We need the definite statement of the primary ends sought by this 
method of social reform, and of the principles that should govern 
in seeking to bring them about. We need an organization through 
which present unrelated efforts can be coordinated; through which 
each state may have knowledge of the thought, action and exper- 
ience of her sister commonwealths. 

It would seem that no further necessity exists for justifying the 
step that has here been taken in inaugurating this the First Ameri- 
can Conference on Social Insurance. This meeting should be the 
mother of many similar gatherings, until this great problem has 
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been fairly brought under control. The work is a great one. I 
know of none more important or vital to the welfare and happiness 
of the laboring classes. This, then,—the great need for, and the 
potential value of, the work we are here undertaking—constitutes 
the first and most important of the points I desire to make. 

The second point to which I desire to give prominence is tlte 
desirability that we shall analyze the problem with which we have 
to deal. Active as has been the discussion of this subject in recent 
‘years, it is certain that but a small part of the public has clearly in 
mind what is meant by social insurance. Certainly they have but 
a very imperfect idea of the fundamental principles upon which the 
demand for its adoption rests, of the considerations involved in 
attempting to work out any practical scheme, or of the essential 
justice of the ends sought. A primary function to be performed 
by us should therefore be that of making known, and of making 
known clearly, just what we are after, why we are after it, and our 
justification for urging the matter upon public attention. 

First, in regard to the matter of justification. What is it that has 
given rise within the past generation to this world-wide demand 
for the insurance of the working classes? The answer to this 
question is found primarily in the industrial revolution of the nine- 
teenth century. From a régime of enterprises organized and con- 
ducted on a small scale, where employer and employee met each 
other almost as colleagues, and where the opportunities and status of 
each depended primarily on the personal qualities and will of the 
individual, conditions have changed to a régime in which industry 
is organized on a large scale, where there are few employers and 
many employees, where, consequently, the vast majority of work- 
ers must remain mere wage-earners, divorced from the tools of 
production and barred in great part from opportunities for individ- 
ual action, where the agreement between employer and employee 
lacks the essential elements of a real contract, and where, accord- 
ingly, the welfare of the masses must be found in their status as 
workers. 

Closely allied to this, indeed in large part growing out of it, is 
the fundamental change in the domain of thought that marks the 
conversion of the western world from the old rigid theory of 
individual rights and duties to that which gives large prominence 
to the idea of social obligations. The principle of the greatest 


The Problem of Social Insurance 157 


good to the greatest number, which Jeremy Bentham and the utili- 
tarians, staunch individualists though they were, did so much to 
make prevail; the doctrine that society as such has the affirmative 
duty of taking such action as will promote human welfare and 
correct the evils that are social rather than individual, have more 
and more become the recognized mainsprings of collective action. 
Society, with the sanction of all, is now deliberately applying itself 
to the task of bringing about a greater measure of social justice. 

The question is one of ways and means. The answer of the old 
laissez-faire economists, the supporters of the legal doctrine of free- 
dom of contract, and the political individualists of the eighteenth 
and the first half of the nineteenth centuries no longer satisfies 
us. That philosophy measurably met the practical needs of a 
community predominantly agricultural in character and with an 
industrial system organized for the most part on a handicraft 
basis. Under modern conditions, with population concentrated in 
large cities, with workers grouped in large aggregates, divorced 
from the instruments of production, and unable individually to 
control the conditions under which they must earn their livelihood, 
this social theory has permitted the rise in our midst of a vast 
industrial proletariat and of conditions where, whatever may be 
the theory, great masses of the people are unable individually to 
control the conditions under which they must live and labor, or to 
secure the comfort and wellbeing that are their due. 

Industrial workers have been in great part reduced to a condition 
of dependence in respect to the enjoyment of opportunities for gain- 
ful labor. They have become almost literally but parts of a great 
impersonal mechanism. Their relation to this mechanism differs 
but little from that of the inanimate agencies employed. When 
disabled through sickness or accident, when permanently incapaci- 
tated through old age or failing powers, and when not needed 
through a reduction in the scale of operations, they are discarded as 
are other useless parts. From this arises the phenomenon of great 
masses of men and women, through no fault of their own, tem- 
porarily or permanently unable to support themselves and those de- 
pendent upon them. It is these inherent, inevitable causes of need 
that social insurance seeks to meet at their source. That it may do 
so involves the recognition of social as well as individual duties, 
social as well as individual action. 
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Now what do we mean by social insurance? It is unnecessary for 
us to define at any length the term insurance. Insurance may be 
said to be a device for accomplishing two exceedingly important 
welfare objects: providence, that is provision against a contin- 
gency certain or likely to occur, and distribution of the burden of 
loss entailed by the contingency when it does occur so that it can 
be more easily borne. It is important that this dual function of 
insurance be clearly brought home to the public, since the position 
is so frequently, directly or impliedly, taken that the contingencies 
covered by social insurance are stich as should be provided against 
by the individuals themselves through saving. Against this posi- 
tion, those advocating social insurance contend, not merely that, as 
a matter of fact, individuals do not—in fact, as regards many, can 
not—lay aside sufficient savings for this purpose, but the further 
fact that, under a purely savings system, the burden of loss falls 
with crushing force upon the individual. The contingency to be 
provided against may, and often does, fall early in life before any 
possible opportunity has existed for the individual to make adequate 
saving. Insurance distributes the burden in such a way as to 
meet this condition of affairs. 

From the standpoint of human welfare there are few devices 
that have contributed more towards relieving or alleviating suf- 
fering. Its beneficial workings affect not only individuals, but 
society as a whole. It not only brings aid to the individual when 
without it the individual would be overwhelmed, but it prevents 
industrial shipwreck and permits enterprises to continue in full, 
uninterrupted operation. Insurance is thus in the highest degree 
a social instrumentality. It is by far the most effective device that 
has yet been discovered for providing against individuals’ coming 
upon the community for maintenance as the result of contingencies 
lessening or entirely stopping their ability to support themselves. 

As such, social insurance competes directly with charitable relief. 
It has the great advantage over such measures, however, that 
its workings are automatic and certain, and, if properly organized 
and conducted, contains little or none of the element of charity. 
Social justice, not public relief, is its essential characteristic. This, 
then, is one of the prime features of the problem we are considering: 
—that insurance is a wonderfully effective social device for per- 
forming efficiently, directly, and with certainty, a function which 
society must in some way discharge. 
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In a broad sense all forms of insurance may be described as 
social insurance, since social ends are attained by them. As the 
term is now employed, however, it is usually restricted to those 
forms of insurance having to do with contingencies affecting individ- 
uals as opposed to those affecting property. It looks to the con- 
ferring of pecuniary benefits in all those cases where for any reason 
the capacity of the individual to provide for the support of him- 
self and those dependent upon him is lessened or destroyed. Stated 
in another way, social insurance sets to itself the task of meeting 
the problem of the economic insecurity of labor. 

Now what are the contingencies causing this economic insecurity, 
against which provision must be made in some way? On examina- 
tion we find that a man’s ability to support himself, and to make 
due provision for those dependent upon him, is lessened or cut 
off: (1) by his -meeting with an accident incapacitating him, tem- 
porarily or permanently, partially or completely, from labor; (2) 
by his falling sick; (3) by his becoming permanently disabled for 
labor as the result of old age or failing powers; (4) by his death, 
leaving a widow, children, or others without adequate means for 
their support; and (5) by his inability to secure remunerative work. 

To meet each of these contingencies resort has been had to the 
principles of insurance. Social insurance is thus a term that has 
been coined to serve as a collective designation of: (1) Insurance 
against accidents; (2) insurance against sickness; (3) insurance 
against old age and invalidity; (4) insurance against death, or, as 
it is more usually called, life insurance; and (5) insurance against 
unemployment. 

Could a just and workable plan of insurance covering these several 
points be worked out, the problem of the economic security of 
labor, one of the greatest with which society now has to deal, 
wotld be solved. Is there any social problem more fundamental or 
more deserving of unremitting effort? 

Next to determining the fundamental character of insurance as a 
device, our first analysis thus resolves the problem of social insurance 
into these five branches. This division is made not merely in order to 
bring out the content or orbit of social insurance. It is fundamental, 
since each of these branches of insurance has its own special features 
and problems. Insurance, notwithstanding the simplicity of the ideas 
underlying it as a device, is‘an exceedingly technical science. Par- 
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ticularly is this true where the human factor has to be dealt with. 
Still more is it complicated where a departure is contemplated 
from the system of purely voluntary, unencouraged, unaided use 
of the device on the part of individuals, and resort is proposed to 
the force of social encouragement, control and compulsion. Each of 
these five branches of social insurance thus has its own special 
problems and considerations; they are united only in respect to 
their ultimate social end. 

These special problems can, in each case, be distinguished, for 
purposes of consideration, into three distinct classes: (a) the 
social, (b) the administrative, and (c) the technical. Of these 
the first is the most fundamental. Under this head falls the great 
question of upon whom shall fall the burden of making the contri- 
butions required for the support of the system. No real progress 
can be made until we, the public, have reached a conclusion regard- 
ing the problem of justice that is here involved. As a matter purely 
of right, of justice, of bringing about the widest possible distribu- 
tion of welfare, how shall the financial burden entailed by the system 
be distributed? In seeking to reach an answer to this question we 
find that the choice lies between placing the burden in whole or 
in part upon either: (1) the beneficiary, or workman, (2) the em- 
ployer, (3) the industry in which the workman is employed, or (4) 
the state. 

It is manifest that the question here presented is one that should 
be answered for each of the five branches of insurance sep- 
arately. It would take me far beyond the scope of the present paper 
to attempt to weigh in detail the considerations involved. In re- 
spect to insurance against accidents, the one essential end that must 
be striven for is the establishment of the principle that, eliminating 
cases of deliberate intent or such gross negligence as almost amounts 
to intent, it is the industry that causes the accident and upon it should 
fall the burden of its compensation. This means the abandonment 
of the common law principle of personal fault as the dominating 
factor and the development of the idea of the industry as, from the 
juristic standpoint, a quasi-personality capable as such of impersonal 
responsibility. In regard to insurance against old age and invalidity, 
a strong case can also be made out for throwing a large parti of, 
if not the entire, burden upon the industry. The workers are liter- 
ally worn out in the industry as are other pieces of machinery, and it 
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may well be maintained that the industry should provide for this 
human depreciation as it does for that of inanimate machinery. In 
respect to sickness, one point should certainly be insisted upon. In- 
dustrial diseases should be assimilated with accidents and the burden 
of their compensation placed upon the industry. 

Other phases of the problem, which limitations of space prevent 
our entering upon, are: the prevention of accidents, sickness and 
industrial diseases and the restoration to health of those suffering 
from these misfortunes; the determination cf the character of 
institution that shall be employed in providing insurance, and par- 
ticularly the part that shall be played by the state in this respect} 
the extent to which existing insurance institutions, private, mutual 
and commercial, can be made integral parts of a general insurance 
policy; and the practical problems of administration. 

Finally, due consideration should be given to the fact that social 
insurance has more than one end in view. It seeks not merely that 
provision shall be made for all cases where the worker is unable 
by his current labor to support himself and those dependent upon 
him, but that the burden of this provision shall be placed where 
it equitably belongs. In doing this, it is only demanding justice. It 
seeks to prevent this burden from falling upon individuals and to 
place it upon groups, where it can most easily be borne. In doing 
this it brings about a great social gain. It seeks to improve the 
mechanism by which payments due are determined, by taking this 
matter out from the domain of litigation and the courts and pro- 
viding a more simple, economical, expeditious and certain machin- 
ery and procedure. In doing this it is organizing our political 
institutions upon a more efficient basis. 

I have now reached, if I have not passed, the legitimate limits 
of my paper. I have not been able even to touch upon many matters 
of great importance. I have accomplished my purpose, however, if 
I have been able to do even a little in the way of emphasizing the 
importance of the subject for the consideration of which we are here 
assembled, of indicating in a general way the broad content of this 
problem and of some of its main divisions and ramifications, of 
making evident that we have here a matter of national import, and, 
finally, of bringing home to ourselves, as well as to others, the 
necessity for, and the services that can be rendered by, this national 
conference that we have brought into being. 


SICKNESS INSURANCE 


I. M. Rusinow 


Chief Statistician, Ocean Accident and Guarantee C: orporation, Ltd., 
New York City 


Insurance is an arrangement for distribution among many of 
losses sustained by a few. It is one of the methods of realizing 
social solidarity and community of interests, as against a purely 
individual responsibility. 

All insurance, therefore, is essentially a social function. Why, 
then, this emphasis upon “social insurance’? What features are 
necessary to distinguish it from other forms? The historical devel- 
opment of the term within rather recent times from the older one, 
“workingmen’s insurance”, is sufficiently significant. It emphasizes 
the fact that social insurance is the policy of organized 
society to furnish to one part of the population that protection 
which some other part may need less, or which, if it needs, it is 
able to purchase voluntarily through private insurance. That origin- - 
ally only the wage working class was considered as entitled to this 
protection, that within recent times the sphere of the policy was 
extended to include several other social classes, and that Arbeiter- 
versicherung thus became Soziale-versicherung, is a matter of detail, 
not of principle. It is useless, therefore, to deny that social insur- 
ance is class legislation—as is most of the social protective legisla- 
tion of to-day,—class legislation not only because it aims at the bene- 
fit of certain economic classes, but also because it is often realized 
under the direct or indirect pressure of these classes. 

Social insurance, therefore, deals primarily with the wage working 
classes, whose only productive property is their unimpaired ability 
to perform remunerative labor. Ina peculiarly pathetic way may the 
wage worker proclaim the ancient text, Omnia mea mecum porto. 
In his two arms, in his physical health, lies all that stands between 
his family and pauperism. An injury to them is the greatest finan- 
cial danger he and his family are forced to face. 

To the property-owning classes as well has physical wellbeing 
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a definite financial value, and the phenomenal growth of personal 
accident and health insurance in this country indicates a strong 
tendency on the part of the middle classes to make use of the insur- 
ance method as a protection against this risk. But it is primarily 
in the wage working class that the risk is greatest and the ability 
to purchase private insurance is smallest, and where insurance be- 
comes a social problem, because it cannot be met individually and 
privately. 

Within the last few years American public opinion has been 
educated to the truth of these principles in so far as only one of 
the many risks of modern life is concerned—that of industrial 
accidents. The danger of accidental injuries is not all limited 
to wage workers or to poor people generally. Automobile 
smash-ups, railroad wrecks, and catastrophes like that of the Titanic, 
or even the ordinary accidents of street or home, are no respecters of 
persons and classes. But the additional danger of industrial acci- 
dents is so obvious that the necessity of additional economic 
safeguards, both as to prevention and as to compensation, is now 
admitted, though less than five years ago every basic principle of 
accident compensation was violently denied by press, chair and bar. 

Thus we were twenty-five years behind more progressive coun- 
tries of Europe in recognizing what is now an obvious truth. It is 
the same backwardness in social thought that is still responsible 
for the absence of a similar policy towards the economic danger of 
sickness, while there is scarcely a country in Europe without some 
well defined policy dealing with sickness among the wage working 
classes. Because every-day illness is usually devoid of the pic- 
turesque element of accidental injury, because it is less sudden, 
more insidious, few people recognize that, with the exception of 
a few extra-hazardous trades, disease is much more destructive of 
economic standards than are industrial injuries. 

The well known estimate made by a committee of experts, that 
the annual loss to the American producers through disease is equal 
to nearly eight hundred millions of dollars, may be only a picturesque 
way of describing the enormous dimensions of the problem of sick- 
ness; but if the conclusions of European statistics be adopted, that 
some 40 per cent of the workmen annually suffer some sickness, 
as against 7 per cent or 8 per cent suffering industrial injuries, then 
on a basis of some 20,000,000 wage workers, there are annually some 
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8,000,000 cases of disease, each of which carries with it some dis- 
continuance of income, some financial loss, some economic distress. 
It it be true that the average annual loss of time from sickness is 
equal to some ten days per workman, it means the loss of 200,000,000 
days of productive work, and a corresponding loss of wages, not 
to speak of the additional cost of medical treatment and care. As 
compared with these figures, the loss from industrial accidents is 
a very small factor of poverty indeed. As the Webbs have briefly 
but emphatically stated, “We are apt to forget that in all countries, 
at all ages, it is sickness to which the greatest bulk of destitution 
is immediately due.” 

It is often argued that there is a radical distinction between indus- 
trial accidents and sickness because the latter is due to the con- 
ditions not of production, but of personal life. In this country we 
are still thinking of disease as a private misfortune or a personal 
fault. But this view is flatly contradicted by a close study of 
either modern public hygiene or sickness statistics. The movement 
for a careful study of occupational diseases which is one of the most 
notable achievements of the American Association for Labor Legis- 
lation has brought to public attention what was known heretofore 
only to experts, that there exists a long string of special industrial 
dangers to health, which are no less formidable than the dangers to 
life and limb from the modern instruments of production. But even 
aside from phosphorous poisoning, arsenic or lead or brass poisoning, 
and hundreds of other forms of industrial poisoning less well known, 
the hygienic conditions of the shop, the conditions of light, air, venti- 
lation, dust, special postures, special strain of definite organs, are 
powerful factors of disease production, of which the individual 
workman is but a helpless victim. Each definite occupation has 
its definite sick rate as well as accident rate. And finally, while it 
is undoubtedly true that in a larger proportion of diseases than of 
industrial accidents the particular industry may be absolved from 
any direct responsibility, it does not follow that the entire residual 
responsibility may be placed upon the shoulders of the individual 
wage workers. It is a commonplace that if disease is a frequent 
cause of poverty, poverty no less frequently is responsible for disease. 

A well known physician recently has tried to elaborate the deca- 
logue of a sound and healthy life. Good food, fresh air, normal 
physical exercise, peace of mind, congenial occupation, freedom 
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from sexual vices, good medical care—these are some of the essen- 
tial requirements. Thousands of prosperous men and women have 
preserved their health and vigor by such rules of conduct, while 
others are paying a heavy penalty for neglecting them. But unfor- 
tunately all this eminently sound advice is of very little use to the 
wage working class, so far are some of the suggestions from the do- 
main of possibility. Insufficient or adulterated food, unhealthy homes 
and shops, monotonous and exhausting work, constant worry as to the 
immediate future, no relaxation and no vacation except it be through 
a period of enforced idleness, and lack of good medical care,—such ~ 
are the social and industrial conditions of the wage workers’ exist- 
ence which are largely beyond the power of the individual to change. 

To be sure, it makes but very little difference to the sufferer 
where the responsibility is placed, whether upon climatic, personal, 
industrial or social conditions. The economic results of disease, 
and therefore the economic problems created, remain the same. But 
it does furnish a guiding principle in the advocacy of methods for 
meeting these problems. It is an additional argument for a definite 
social policy, such as in this country is altogether lacking. 

The elements of the true solution of this economic problem were 
discovered by the wage working class itself long before it began to 
interest social philosophers, charity organizations or statesmen. 
Without using the word insurance, without any study of the prin- 
ciples of loss distribution underlying every insurance organization, 
the wage workers of almost all countries learned spontaneously that 
when an individual remedy was impotent, social remedies must be 
sought, and that cooperative effort is very much more efficient than 
isolated effort. The development of various forms of organizations 
for mutual aid, gradually transforming themselves into organizations 
for mutual insurance, by workingmen of almost all industrial coun- 
tries, especially within the last fifty years, has blazed the way for the 
statesmen who in introducing national systems of sickness insurance 
found all necessary elements already in existence. Five millions of 
voluntarily insured workmen in France, some ten millions in Great 
Britain, perhaps less than two millions in the United States (although 
trustworthy statistics are lacking), and similar developments in 
other countries,—whether in mutual institutions conducted exclu- 
sively for wage workers, such as trade union or establishment funds, 
or in those conducted by wage workers together with other social 
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groups, such as fraternal orders, lodges, or special sick benefit socie- 
ties—are an eloquent evidence both of the recognition of the neces- 
sity for insurance and of the power of mutual aid. 

There is, however, a grave danger of excessive enthusiasm over 
these figures. There is a temptation to turn away from the problem 
with the complacent feeling of satisfaction that the working class is 
wise enough and strong enough to solve the problem for itself. It 
is perhaps more to the point to emphasize the millions of those unin- 
sured, and therefore not protected. And even for the millions vol- 
untarily insured the conditions of mutual insurance are unsatisfac- 
tory; the institutions insecure because built by inexperienced hands, 
the benefits small, and the burden of membership heavy. The greater 
the economic insecurity, the lighter the budget, the smaller the sur- 
plus—in other words, the greater the need of insurance,—the smaller 
is the proportion of the insured. In other words, voluntary insurance 
has protected only the upper layers of the working class, and the 
millions insured in most countries call for a definite social policy 
scarcely less urgently than the more numerous millions of the 
uninsured. 

The complex structure of German compulsory sickness insurance 
was not the first step taken by organized society toward the solution 
of the problem of sickness. The earliest efforts in most European 
countries were directed rather towards the few who were insured 
than the many uninsured and uninsurable. A new movement for a 
social policy must meet its strongest opponent in the fetishism of 
self help. Even after the advantages of insurance (social provi- 
sion) over individual provision become apparent, voluntary insur- 
ance remains the creed for some time. Thus the earliest efforts 
of organized society in Germany were for regulation of voluntary 
benefit societies, so as to make them safe and efficient. Several Euro- 
pean countries, as Italy and Spain, have not gone beyond that. 

The next step is to subsidize these voluntary insurance institutions, 
and thus to stimulate their growth. The fetishism of free self help is 
still strong, and the subsidy is granted not without some misgivings. 
It is small, so as not to smack of charity. Its purpose is educational 
rather than financial. Such subsidies are found in Sweden (since 
1891), in Belgium (since 1904) and in France (since 1910). A 
higher scale in the development is represented by the system of 
Denmark (1892) now over twenty years old, and that of Switzerland, 
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established only about a year ago, in which the subsidy granted out 
of public funds is substantial, so as to represent a definite sharing 
in the financial burden, and the regulation close, extending beyond 
mere control of soundness into the requirement of a certain mini- 
mum standard of efficiency. 

But all these systems of “assisted liberty” which the Latin 
writers have for many years made so much of, are only the first 
steps towards a well planned social policy. The modern system of 
sickness insurance in Europe means a good deal more than that. 
First developed on national lines in Germany in 1884, quickly 
followed by Austria in 1888 and by Hungary in 1891, it remained for 
nearly twenty years an exclusively Germanic institution, thus giving 
temporary support to the racial explanation of the compulsory 
principle. But the adoption of similar acts in Norway in 1909, in 
Great Britain in 1911 and in Russia in 1912, has extended the 
principle of compulsory sickness insurance to a very large part 
of Europe, and the serious discussion of similar plans in Sweden, 
Belgium, the Netherlands and even Italy, establishes the thoroughly 
international character of this type of social legislation. 

Notwithstanding the wide differences of detail, all these systems 
of compulsory sickness insurance are based upon the same body 
of well defined principles. Beyond the simple recognition of the 
grave economic risk of disease, of the advantages of the insurance 
method of meeting it, and the national character of the problem— 
which are shared also by the voluntary systems briefly referred 
to above—is the frank admission that the wage worker himself is 
unable to bear the burden of disease, and that it is not socially 
just that he be required to bear it; hence the enforced participa- 
tion of the industry in this cost, through definite contributions. 
In addition to this, the most important contribution of the more 
recent acts is the active participation not only of the industry 
(through employers’ contributions), but of society at large through 
appropriations from the national treasury as in Norway and in 
Great Britain. : 

It is also recognized that free choice cannot be relied upon to make 
the system universal, and that therefore compulsion is necessary. 
The bugaboo of restricted individual liberty is not permitted to stand 
in the way of this important legislation. That this is the point of 
view in Russia or even in Germany may not seem a very imposing 
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lesson in political democracy. But when this compulsion is found 
in Great Britain and Norway as well, it is hard to set this lesson 
aside as utterly inapplicable to democratic America. 

Another feature of almost all these systems is their thoroughly 
democratic character. So far from suppressing cooperative efforts 
through which (and through which only) the spirit of self help 
may effectively manifest itself in the present social order, com- 
pulsory sickness insurance has actually been responsible for their 
higher development. Perhaps the greatest compliment is paid to 
this essential democracy when objections are raised in Germany by 
the reactionary that the sick benefit funds have become hotbeds 
of social revolution. 

Finally, all these national systems have accepted the view that in 
sickness proper medical aid is no less important than financial 
assistance, and as a result there has developed a national democratic 
system of medical aid, such as is not dreamt of in this country. 

Is a compulsory system of sickness insurance worth while? To this 
question the rapid extension of the principle throughout Europe 
should be a sufficient answer. Among the many important factors, 
legal and other, which have contributed towards the social growth 
of Germany within the last three decades, it is not an easy matter 
to isolate and measure the effect of sickness insurance. We do 
know, however, that literally hundreds of millions of dollars have 
been distributed to sick workmen and their families within the life 
period of one generation, and have helped to relieve human dis- 
tress to that extent; we know that millions of cases of illness have 
been given medical and surgical aid, and hundreds of thousands 
of cases have received careful and prolonged hospital treatment. 

If, for instance, the mortality among the members of German sick 
benefit societies has decreased from 99 per 10,000 in 1890 to 78 
per 10,000 in 1908, it does not necessarily follow that this is en- 
tirely due to the system of sickness insurance alone, but it is 
difficult to wave aside the suspicion that it had at least something to 
do with it. 

Before the idea of accident compensation had thoroughly per- 
meated the American mind, the argument was often made that the 
guarantee of compensation was bound to increase the accident 
frequency by destroying the sense of personal care and prevention. 
It is not surprising, therefore, that similar arguments were heard 
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in England during the heated discussions which preceded the 
adoption of the national insurance act. Even as clear minded a 
pair of writers as the Webbs insisted that insurance only obscured 
the really necessary work of public hygiene. In actual experience, 
no such antagonism between prevention and relief has developed 
under the workings of any system of sickness insurance. On one 
hand is the tremendous development of medical aid under these 
systems. In Germany alone, out of a total budget of $100,000,000, 
over $20,000,000 is used for medical aid, and the systematic treat- 
ment of over 5,000,000 cases of sickness where millions of bottles 
of nostra might have been otherwise consumed, must have had 
a tremendous effect upon prevention of future ailments. For it is 
true in organic medicine as in social medicine, that every case cured 
means more than one case of future illness prevented. 

On the other hand is the equally important consideration that 
timely economic relief in itself is no less an important factor in 
disease prevention than all the victories of bacteriology and sero- 
therapy. And even the Webbs have recently been forced to change 
their attitude after a more thorough consideration of the preventive 
effects of a national sickness insurance already accomplished in 
Germany and to be expected in Great Britain. 

In the face of this world-wide movement, how long shall the 
United States remain behind in the procession? The smug com- 
placency which denied the existence on American soil of social 
problems over which the best social thought of Europe has been 
worrying, over which social classes in Europe have been clashing— 
that complacency is well nigh gone, at least among thinking 
Americans. 

If the movement for the conservation of national health means 
anything at all, it must mean a good deal more than enthusiastic 
meetings and distribution of pamphlets. An educational ‘:cam- 
paign is all very well, provided the necessary economic background 
is not lacking. It is useless to preach personal hygiene to an empty 
stomach. In the campaign against tuberculosis, fresh eggs, milk 
and rest are more important even than tuberculosis exhibits. Pre- 
vention of want and proper medical care during ill health is the 
conditio sine qua non, without which all our health movement be- 
comes a snare and a delusion. 

The problem which proved too big to be met by the cooperative 
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efforts of the working class, will never be solved by methods of 
charity, scientific or otherwise; it is a problem that must be met by a 
scientific social policy, rather than by generous social service. 

Sickness insurance for the wage working class is the only prac- 
tical plan for the immediate realization of this need. It is too 
sacred a matter to be entrusted to private commercial interests, too 
‘big a matter to be left to the indefinite fortune of voluntary efforts 
alone. Compulsory sickness insurance, with substantial sharing in 
the cost by the industry and the state, is one of the most important 
problems of the hour. 

But can we afford it? the parsimonious will ask. It must 
be frankly admitted at the outset that a policy of compulsory 
sickness insurance, whether on national or state lines, will 
represent a substantial outlay on the part of industry as well 
as of the public treasury. If we assume that 20,000,000 persons 
will come within such a system, that $600 represents the fair 
average of annual earnings, and that, judging from German 
experience, some 3 per cent of wages will be required to 
meet the cost, sickness insurance for the American people will mean 
an outlay of from three hundred and fifty to four hundred million 
dollars a year, to be borne by the wage worker, the industry and 
the public purse, perhaps in equal portions. 

These figures need not frighten us away. It is an investment 
that will pay handsome dividends in the increase of national health, 
happiness and efficiency. It does not appear so big for the richest 
country in the world, when compared with the expenditure of 
$100,000,000 by Germany alone. It cannot be objected to as an 
extravagance in a country which spends $75,000,000 for patent 
medicines alone, some $600,000,000 for alcoholic liquors, $500,000- 
ooo for tobacco, and some $150,000,000 or $200,000,000 for a 
standard of funeral ceremonies out of all proportion to the standard 
of living. 

After all it must be remembered that whatever contribution in- 
dustry be required to make to such a national system, this contri- 
bution is nothing but an item in the cost of labor, a part of the 
wages paid, though the mode of payment be somewhat modified in 
accordance with the specific needs. Sickness insurance, like all 
other branches of social insurance for that matter, may therefore be 
considered as but a modification of minimum wage legislation. In 
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speaking of the related problem of unemployment insurance an 
English writer said: “An individual is not self supporting unless 
his earnings amount to a sufficiency for life and not merely to 
a sufficiency for the time of working. An industry is not self- 
supporting unless it yields wages not only for the time of em- 
ployment but also for the time of inevitable unemployment as 
well.” The principle is doubly applicable to the problem of 
sickness. Surely the loss of time and earnings and the extra- 
ordinary expenditures should be met somehow. If they are met 
out of the workingman’s budget these costs are a factor in 
determining wages. If met by outside charity, they represent a 
subsidy to private capitalistic enterprise, for which absolutely no 
justification can be found in any economic theory. And if not met 
at all, as is unfortunately the case in a very large proportion of 
cases, it simply means that society permits private enterprise not 
only to derive profit out of hired labor, but to do so at the expense 
of the health and the very life of the people. The nation, and this 
city particularly, were recently horrified by the revelations which 
have established a true causal relationship between wages and virtue 
—or moral health. Less sensational, but much more extensive in its 
destructive influence, is the relationship between insufficient earn- 
ings and disease. It is useless to deny the fact that for millions in 
this country, disease means economic distress. The statistics of 
charitable organizations, the throngs at the doors of our hospitals 
and dispensaries, bear eloquent evidence of this truth. If the 
laborer be worthy of his hire, the sick worker is deserving of a suffi- 
cient economic and medical provision to preserve not only his bodily 
health but his civic self-respect as well. 


INSURANCE AGAINST UNEMPLOYMENT 


CHARLES RICHMOND HENDERSON 
University of Chicago 


This paper is expected to provoke and concentrate discussion, not 
to solve the problem; to open a door, not to close it on argument. 
The subject is ripe for action but not suitable for dogmatism. 


J. Necessity oF UNEMPLOYMENT INSURANCE 


While the method of unemployment insurance is yet to be worked 
out, there is a general agreement that the subject is already within 
the range of practical politics. No one acquainted with the evils to 
workmen and to society which arise from involuntary idleness can 
be blind to the need of prevention and indemnity; no one who has 
studied the general social causes of unemployment beyond the con- 
trol of individual wage-earners can doubt social responsibility ; while 
the vast schemes of insurance in India and in Great Britain compel 
at least respectful consideration of the magnificent venture of our 
mother country. We can already begin to discover in ragged outline 
the presence of a law of periodicity, secularity, regular repetition and 
averages of great numbers, which brings the phenomena of unem- 
ployment within the range of actuarial science, although we are 
not yet in sight of solution of all the problems. Indeed, we must 
even risk something in practical effort before we can furnish statis- 
ticians and actuaries with facts to count. The most cunning mathe- 
matician must wait on the march of experiment for the raw mater- 
ials of his calculations. As some one has said, we should not merely 
watt for evolution; we must make evolution —as Burbank develops 
new varieties of plants. 

It is already evident: that unemployment is a regular phenomenon 
of modern industry; that each trade has its own coefficient of en- 
forced idleness; that the risk may be foreseen, measured and pro- 
vided for on actuarial principles; that such a risk, which falls with 
ruinous flood on the weakest individuals, may be divided into spray 
and not seriously felt when the whole nation shares the responsibil- 
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ity; and that it is socially desirable to prevent or indemnify unem- 
ployment, so as to avert the economic and moral destruction of 
working people, the necessity for wholesale poor relief, and the 
desperation which mocks social order when life is not worth the 
effort it costs to sustain it. 

The conclusion is that for a people which professes to be civilized, 
unemployment insurance has become a necessity. It is not a physi- 
cal but a moral necessity; we cannot retain our ethical standards 
and refuse to face our task. 


II. SratisticaAL Basis FOR UNEMPLOYMENT INSURANCE 


Thus far the German empire has refused to launch upon this 
untried sea. The explanations given in that country point to a 
disagreement between local and federal administration as to which 
should bear the responsibility. Another explanation of the delay is 
that even after an exhaustive investigation of the subject their spe- 
cialists do not feel that their basis of fact is broad enough to support 
an imperial system. There are other causes of delay, but the neces- 
sity of having actuarial data is fundamental. 

Mr. Frank B. Sargent has summarized for us the results of a 
study of the statistics of unemployment in the United States:* The 
sources of statistics used by the Bureau of Labor are: (1) The 
United States Census reports. (2) A report on the cost of living 
contained in the Eighteenth Annual Report of the Commissioner of 
Labor. (3) Reports of unemployment among organized workmen in 
New York and in Massachusetts, issued by the department of labor 
in New York and by the bureau of statistics in Massachusetts. 
(4) Reports of unemployment among organized workmen, by the 
American Federationist. (5) A state census of the unemployed in 
Rhode Island in 1908. (6) Reports of the Geological Survey, show- 
ing the days of enforced idleness in coal mines in the United States. 
The report analyzes the materials presented in these sources and 
estimates their value. It shows very clearly that the fluctuations in 
unemployment cannot be explained on the exploded theory that 
the workmen are generally indolent shirks, that they are as a rule 
individually to blame. The chief cause of unemployment is that at 
times which regularly recur men who desire to work cannot find 


1 Statistics of Unemployment and the Work of Employment Offices, Bulletin 
109, United States Bureau of Labor, 1912. 
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gainful occupation. It is not true that an industrious man in America 
can always find employment. It is true there are vagrants and 
tramps; but they do not in any proper sense represent the rank and 
file of American wage-earners. 

The value of these statistics as a basis for actuarial calculations 
is low. There is much evidence for believing that an essential pre- 
requisite for insurance is the effective organization of a national 
labor exchange with state and local branches. It will probably be 
found that regulation of international immigration will be necessary 
before we can be sure of maintaining solvent insurance funds. Only 
federal authority is wide enough and strong enough to provide rec- 
ords which will represent the conditions and fluctuations of wage- 
earners who move back and forth across our country, lured by hope 
of employment, without the least regard for municipal and state 
lines. 

III. MetHops oF UNEMPLOYMENT INSURANCE 


“The essence of every kind of insurance is that it guarantees both 
legal and economic security of income in case of accident. The 
legal right gives the insured a claim in court apart from benevolence 
and kindness. Economic security assumes that the insurer is able to 
meet the risk, and this implies that the risk is calculable.” (Jastrow, 
Soztalpolitik, 1:249.) 

Mr. I. G. Gibbon in 1911 published an excellent study of the 
European schemes and experiments which presents in convenient 
form the various aspects of the subject.2, Mr. Gibbon groups the 
various plans under three main heads (Introduction, p. iv.) : 


‘“ : : e 
“Compulsory insurance, the insurance being compulsory on cer- 
tain classes of workers; 


“Provided voluntary insurance, the insurance being provided by 
public authority or some body other than the insured persons—and 
being usually open to workers in general ; 

“Autonomous voluntary insurance, the insurance being organized 
and administered by the insured themselves, such insurance associa- 
tion being generally restricted to persons following the same or allied 
trades.” 

England 


The most complete scheme of unemployment insurance is the 
British national insurance act of 1911. (Bulletin 102, United 


* Unemployment Insurance, London, P. S. King and Son, 1911. 
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States Bureau of Labor, 1912.) An analysis of this act brings us 
to the present frontier of our subject. 


Section 84, Right of workmen in insured trades to unemployment benefit, 
declares that every workman who having been employed in a trade mentionea 
in the list, is unemployed, and who meets certain conditions, shall be en- 
titled to unemployment benefits at rates and intervals prescribed in the law. 

The list (sixth schedule) of trades insured includes: building, construc- 
tion of works, ship-building, mechanical engineering, iron founding, construc- 
tion of vehicles, and saw milling. 

Section 85, Contributions by workmen, employers, and the Treasury, fixes 
the contributions at 5 cents a week from each workman, and 5 cents from 
the employer, lower rates being paid for young persons under 18 years of 
age. 

These contributions are legally obligatory in the trades named. 

The employer pays the dues of workmen and deducts the amount from 
the wages. 

Parliament provides each year for a public contribution equal to one-third 
of the total contributions received from employers and workmen during 
that year. 

Section 86, Statutory conditions for receipt of unemployment benefit, re- 
quires the workman to prove: 

(1) That he has been employed as a workman in an insured trade in 
each of not less than twenty-six separate calendar weeks in the preceding five 
years; 

(2) That he has made application for unemployment benefit in the pre- 
scribed manner, and that since the date of the application he has been con- 
tinuously unemployed; 

(3) That he is capable of work but unable to obtain suitable employ- 
ment ; 

(4) That he has not exhausted his right to unemployment benefit under 
this part of this act. 

The workman is not obliged to accept work in a place vacant by reason 
of a trade dispute, nor on conditions lower than rates fixed by contract or 
custom. 

Section 87, Disqualifications for unemployment benefit, establishes the prin- 
ciple that during a trade dispute the workmen on strike or locked out have 
no unemployment benefit. One discharged for misconduct receives nothing 
for six weeks. 

Section 88, Determination of claims, provides for decisions by “insurance 
officers” and referees. 

Section 80, Appointment of umpire, insurance officers, inspectors, etc. The 
umpire may be appointed by the Home office, and the Board of Trade can fill 
other offices as required. 

Section 90, Courts of referees are provided for. 

Section 91, Regulations may be made by the Board of Trade. 
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Section 92, Unemployment fund—is under the control and management of 
the Board of Trade, and out of this benefits are paid. A system of account- 
ing is provided. 

Section 93, Treasury advances. Provision is made for temporary increase 
of dues or decrease of benefits to keep the fund solvent. 

Section 94, Refund of part of contributions paid by employer in the case 
of workmen continuously employed. This section aims to encourage employ- 
ers to keep their works running by paying back one-third of their contribu- 
tions in case they have employed their force the whole year. 

Section 95, Repayment of part of contribution by workmen in certain cases. 
If a workman has paid contributions 500 weeks, at the age of sixty he may 
have repaid him the amount by which his contributions have exceeded his 
benefits received. 

Section 96, Refund of contributions paid in respect of workmen working 
short time. 

Section 97, Saving for occasional employment in rural neighborhoods. 
Exceptions may be made and a rural worker who only occasionally works 
in an insured trade may not be required to pay contributions. 

Section 98, Payment of contributions in case of reservists or territorials 
during training. 

Section 99, Provisions with respect to workmen engaged through labor ex- 
changes. Arrangements are made for treating men who are sent out to var- 
ious employers at different periods as if they were in continuous employment. 

Section 100, Subsidiary provisions. Provisions are made for testing the 
skill and knowledge of a workman supposed to be defective and to provide 
for his technical instruction, if this promises to diminish the charges on the 
unemployment fund. 

Section 101, Offenses and proceedings for recovery of contributions, etc. 

Section 102, Periodical revision of rates of contribution. To keep the fund 
solvent and to reduce cost in case the fund is too large, the Board of Trade 
is authorized after seven years to increase or diminish the contributions, 
within certain limits. 

Section 103, Power to extend to other trades. The Board of Trade is legally 
authorized to extend the benefits of the act to trades not mentioned in the 
schedule, within specified limits. 

Section 104, Exclusion of subsidiary occupations. The Board of Trade is 
authorized to exclude occupations which are ancillary to the trades listed 
but not essentially a part of them. 

Section 105, Arrangements with associations of workmen in insured vide 
who make payments to members whilst unemployed, This section is designed 
to encourage benefit societies to insure their members. In lieu of paying bene- 
fits to individual members, the association is repaid up to three-quarters of 
the amount of payments made during the period by the association to its 
unemployed members. 

Section 106, Repayments to associations who make payments to persons 
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whether workmen in insured trade or not, whilst unemployed. This section 
extends to trade and to other forms of organization. 

Section 107, Interpretation and application. Definition of “workman,” and of 

“Unemployment”: “Two periods of unemployment of not less than two 
days each, separated by a period of not more than two days, during which 
the workman has not been employed for more than twenty-four hours or 
two periods of unemployment of not less than one week each, separated by 
an interval of not more than six weeks, shall be treated as ‘a continuous 
period of unemployment.” 


Germany 


While it is true that the German empire, whose leadership in 
social insurance is recognized by all, has not yet undertaken to 
organize unemployment insurance, this is not because its workmen 
and its statesmen are indifferent to the problem. The huge volumes 
of reports of experts reveal the vast amount of careful and expert 
labor which has been given to the subject. The chief reasons for 
hesitation have already been indicated. 

While the imperial authorities delay, the cities have entered the 
field of experiment; it remains to be seen whether governments 
whose territory is limited within municipal boundaries are strong 
enough to control the situation. Many doubt it, even in Germany. 


Recent Progress in German Cuties 


Meantime, we may study the results of an inquiry into the 
progress of the local efforts.* 
(1) Agencies exist for unemployment insurance as follows: In Berlin- 
Schoneberg, 1910; subsidies to associations and to those who have accounts. 
Cologne (1896, transformed in 1911), voluntary insurance funds. 
Erlangen (1909), subsidies to associations and aid to the unemployed. 
Freiburg im Baden (1910), subsidies to associations and to those having 
savings accounts. 
Schwabische Gmiind (1911, 1912), subsidies to associations and volun- 
tary insurance funds. 
Kaiserslautern (1912, 1913), subsidies to associations and to voluntary 
insurance funds. 
Mannheim (1911, transformed in 1913), subsidies to associations and 
pure relief to the workless. 
Milhausen i. E. (1909), subsidies to associations. 
Strassburg i. E. (1906, 1907), subsidies to associations. 
Stuttgart (1912), subsidies to associations and to those having savings 


accounts. 


8 Reichs-Arbeitsblatt, March, 1913, p. 188. Cf. 1910, S. 38, 102, 278; 1911, 
S. 38, 181. 
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(2) In the following cities plans have been studied but not introduced: 
Berlin, Cassel, Colmar i. E., Dresden, Diisseldorff, Essen, Eupen, Frank- 
fort a. M., Gerben, Heidelberg, Mayence, Munich, New Cologne, Neumin- 
ster, Nuremberg, Pforzheim, Weissensee. 

(3) The following cities have rejected proposals for insurance: Berlin- 
Witmersdorf, Braunschweig, Dansic, Dessau, Elberfeld, Halle a. S., Hamburg, 
Hof, Képernick, Kulmbach, Regensburg, Spandau, Wiesbaden, Wurzburg. 

(4) Failure of plans is reported in Augsburg, Charlottenburg, Duisburg. 
Solingen. 


Switzerland 


A law has been proposed for the canton of Neuchatel, Switzerland, 
by M. Petarrl (October, 1912). It is designed for the watchmakers 
and others in small mechanical industries. The purpose is to pro- 
vide insurance only in times of crisis. Workmen in the designated 
industries are to be protected if between the ages of eighteen and 
sixty-five years, and if their wages do not exceed 4,000 francs 
annually. 

The funds are created by: (a) dues of one franc per month from men 
and 75 centimes from women: (b) contributions of employers equal to the 
amount paid by the employees; (c) a subsidy from the public treasury equal to 
that of the employers; (d) gifts, collections, sales, etc. 

The indemnity continues only sixty days in any one year; it amounts to 
2 francs a day for each unmarried workman, 2.50 francs for the married 
workmen, 1.50 francs for unmarried women, 2 francs for each married woman, 
and for each child under seventeen years 25 centimes. 

If a workman at sixty-five years has paid dues for a 120 months, he can 
receive back the difference between his payments and his benefits. 

Labor exchanges are to be connected with the insurance department.* 


TV. RELATION oF UNEMPLOYMENT INSURANCE TO PREVENTION OF 
UNEMPLOYMENT 


(1) The primary interest of the individual workman and of 
society is in the prevention of accident, disease, premature senility 
or invalidism, death, unemployment. Before all questions of indem- 
nity for evil, is prevention of evil. A system of insurance against 
loss, to meet all rational requirements, must show that it contains 
methods of reducing the loss. This principle applies to the matter 
in hand. 


The means of diminishing unemployment have been fully dis- 


“Bulletin de P Association Internationale pour la Lutte contre le Chomage, 
January-March, 1913, page 330. 
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cussed by recent writers.> It is here taken for granted that we 
should work for the vocational training and guidance of young per- 
sons; that we have a policy of preventive medicine which will 
reduce the amount of idleness due to sickness; that we favor the 
establishment of test and training colonies for dealing with the 
“unemployables” of all varieties, and that we urge upon railway 
companies, cities, states and the federal government the policy of 
spreading their contracts over a long term of years, so as to avoid, as 
far as possible, the deadly alternating currents of idleness and ex- 
cessive strain which now characterize our industries: But we also 
may insist that the same machinery which effectively provides in- 
surance should itself automatically and with certainty reduce some 
of the preventable causes of unemployment. This we can consider in 
discussing the relation between well administered labor exchanges 
and unemployment insurance. 

Other forms of insurance connect indemnity with preventive 
measures. There are mutual fire insurance associations where the 
members are required to have slow-burning and fire-proof con- 
struction in their buildings and to provide effective means of auto- 
matic extinction of incipient fires; and by such measures the prem- 
iums have been greatly lowered. Many fire insurance companies 
organize private salvage corps by which the municipal departments 
are supplemented and the loss reduced, and the cost of this method is 
defended with stockholders on the ground that it lowers the prem- 
iums of insurance enough to justify the expenditure. In the Ger- 
man system of sickness, accident and invalid insurance, the funds 
are heavily drawn upon to arrest the advance of disease and secure 
a rapid convalescence. 

(2) The modernized labor exchange is an essential factor in any 
sound unemployment scheme. On this principle all authorities agree. 

Without a thorough test through a good agency, the risk cannot 
be calculated. If the insured may become voluntarily unemployed 
in order to enjoy the indemnities, an element of uncertainty would 
be introduced which might vitiate all actuarial estimates. No human 
wisdom is keen enough to discriminate between voluntary and in- 
voluntary unemployment by any external sign; and the unsupported 
claim of the applicant is not a substantial ground for judgment. 


°W. H. Beveridge, Unemployment, 1910; S. and B. Webb, The Preven- 
tion of Destitution, 1911; B. S. Rowntree and B. Lasker, Unemployment, 1011. 
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The labor exchange alone can offer a rough working test of sincer- 
ity. One of two situations is before a labor exchange which is 
complete and adequate; either the applicant is offered work or it 
can be known that there is no demand for him. Even the best 
labor exchange cannot furnish occupation when no employer is 
seeking labor force; but the well equipped employment office can 
very generally offer a place. If work is refused by the applicant, his 
indemnity can be refused, and the insurance fund is protected. No 
further compulsion is necessary. 

A well conducted labor exchange actually reduces the risk of 
unemployment and hence tends to lower the cost of insurance and 
strengthen the stability of the fund. 

When both employers and employees contribute to an insurance 
fund, they will be prompted by self-interest to improve their labor 
exchange and to use it. 

This implies that the labor exchange must be national, non- 
partisan, lifted above the talons of party politicians, placed under 
the aegis of the merit system, administered by trained experts, and 
so honest and impartial as to command the confidence of the wage- 
earners, the employers and the general public. To despair of such 
administration is to despair of all democratic institutions; it is dis- 
loyalty to our country. But to achieve such a pure administration 
will cost hard work and patriotic sacrifice. 


V. TravE Unions as NUCLEI OF UNEMPLOYMENT INSURANCE 

In all countries with advanced industrial development, at least 
some of the trade unions have made experiments with unemploy- 
ment insurance. In our country this is practically the only approach 
to this sort of insurance that has been made. This is so far true that 
many students regard the trade unions as the best if not the only 
organizations through which to work. 

The union is organized for collective bargaining, especially for the 
advancement of wages, and it has a direct and constant interest in 
preventing the competition of large numbers of unemployed work- 
men who are naturally eager to accept employment on almost any 
terms they can make. Outside of their strike funds, some of the 
unions have out-of-work and traveling benefits which are practically 
unemployment insurance funds. These funds become genuine in- 


surance only when they are legally a right of the members and 
when the fund is solvent. 
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The difficulty at present is that few of the unions can meet these 
two conditions, and that multitudes of workmen are altogether out- 
side the benefits of the trade organizations. The dues which could 
be paid by the unskilled laborers would necessarily be too low to 
provide a solvent fund. 

A further limitation is that since unemployment is caused by gen- 
eral conditions, and the evil of idleness is not confined to the wage- 
earners directly involved, it is both unfair and impolitic to impose 
the whole cost of unemployment insurance on the workmen even if 
their wages might possibly furnish adequate premiums. All recent 
social insurance is based on the principle of distribution of these 
inevitable losses over the whole nation, through public contributions 
to the funds. 

It is evident that employers cannot be asked to contribute to a 
fund which can be used to support strikes, any more than workmen 
could be asked to create a fund for indemnifying the employer who 
locks them out or suffers by their strike. 

Some writers conclude from this situation that a public insurance 
fund must exclude trade unions. But is there not a safe alternative? 
May it not be arranged that public insurance indemnities shall be 
refused to men who are out on strike or lockout; that trade disputes 
shall not complicate the problem of insurance? 


VI. Tue DIRECTION OF EFFORT AND OUTLOOK 


We are in the habit now of asking ourselves very little about the 
summum bonum, paradise, the “ultimate ideal” or “Golden Age”, 
but rather “What is the next step?’ Experiment alone will open the 
way; our headlight reveals only the next few rods of track. We 
shall be wise to move forward by that headlight and not pay too 
much attention to the red, green or blue light at the tail of our train. 

We can, at least, unite on improved labor exchanges. Our 
present employment bureaus, public and private, represent mental 
confusion, waste, discouragement, and are a huge tax on employers 
and employees. They compete with one another and their conflicts 
defeat their social end. Here is a task for our new department of 
labor; may its directors be granted the will and the power to put 
forth an effort worthy of a great industrial nation! 

The plan of furnishing subsidies to trade unions and mutual 
benefit societies to encourage them to carry unemployment insur- 
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ance has had a limited success in Belgium. Would it succeed in 
the cities of the United States? Unless some provision was made 
at the same time for working people outside trade unions, such a 
use of public funds would be manifestly unfair, perhaps unconsti- 
tutional. Is there any present evidence for believing that employers 
would welcome and further a measure which would strengthen 
trade unionism? If not, the opposition of employers would present 
a very serious obstacle to this course. 

Would it not be more fair, more full of promise of results within 
a reasonable time, for all those who realize the monstrous injustice 
of our present neglect to unite on a policy resembling in its main 
principles the British system? Would it not be actually easier to 
secure a great measure for a great need, in a great country, than 
a measure which must be confessedly inadequate, petty and weak 
from the first moment of discussion? 

These are questions to which satisfactory answers cannot yet be 
given. 

Probably we shall blunder on in the good old Anglo-Saxon way, 
try experiments on a small scale and keep the people thinking, until 
some day the clouds lift and the lawyers and judges find that after 
all a measure required by the national welfare has all the time 
been lurking concealed in the cryptic oracles of the fine old con- 
stitution ; even if our infallible and respectable ancestors who wrote 
that instrument never dreamed of the problem as even a remote 
possibility. “Legal fictions” have more than once delivered us from 
the “dead hand” and served us almost as well as the living truth . 
itself; almost, but not quite as well as truth found by study and 
given to the public. 


GENERAL DISCUSSION 


HoLcer DE Roope, Ethical Society, Chicago: As one who has 
been engaged in the life-long practice and study of insurance in all 
its branches, I quite understand that side of the topics under review 
at this conference; but if, as I understand it, this is really a con- 
ference of the American Association for Labor Legislation with 
a view to the “conservation of human resources”, I wish to touch 
upon one point apparently not yet dealt with. 

It seems clear that the tendency of thought is most strongly 
toward voluntary rather than compulsory measures for securing 
needed insurance protection for wage-earners. The exception, in 
my opinion, is in respect to unemployment. I, for one, do not 
believe that any insurance scheme either can or ought to be applied 
to this subject, but believe it should be dealt with under com- 
pulsory regulations whereby all who do not happen to esteem 
work as an inestimable privilege should be made to work, and 
that work should be provided for all during periods of so-called 
stagnation or temporary depression. In effect, our message to the 
world should be that we must all set our faces to the task of 
abolishing “unemployment”. Time does not permit of presenting 
even an introductory outline of the way in which this might be 
brought about in practice, but where there’s a will there’s a way, 
and the scope of this conference is to present the principle. A 
great teacher nearly two thousand years ago gave us the unfor- 
tunate postulate that “the poor ye have always with you”, but 
such conventions as this voice the higher principle “poverty shall 
cease to be”. Similarly, we should pronounce that “the tramp shall 
cease to be”, and that those conditions which admit of the existence 
of that so-called “type” shall be rooted up by the social conscience 
expressed through legislation. As I conceive the ethical principle, 
it is that “the man shall be differentiated from the thing” in our 
human economy, and we have apparently not even begun to take 
the attitude suggested by that principle when we find that there 
are at the present moment no fewer than 20,000 idle men in 
Chicago alone. The difficulty is not at all removed by that stupid 
optimism which dulls its lack of conscience by declaring that “the 
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ratio of the unemployed to the general population is comparatively 
slight”—a laissez-faire conclusion unconsciously rooted in that 
ancient and misapplied dictum of Jesus that “the poor ye have 
always with you”. 


Joun R. Sumtiapy, Secretary, Industrial Board, New York State 
Department of Labor: The well known regrettable lack of 
morbidity experience figures in this country on which to base any 
scheme of sickness insurance suggests the vital need of more effec- 
tive assistance from two main sources of possible information, 
to wit, dispensary and hospital records. And yet it is a striking 
fact that our hospital records are of no use whatever in affording 
any intelligent and comparable record of sickness in relation to 
occupation or other industrial or social factors. 

The work of record-keeping in our hospitals, almost without 
exception, is delegated to almost any one who can read and write 
and who is not otherwise occupied. It is not made a matter of 
importance and trained service as it most certainly should be. 
The same may be said of dispensary records, though I believe them 
to be of more value than are those of the hospitals. There is now 
at work a committee of the National Association for the Study 
and Prevention of Tuberculosis, on uniform dispensary records, 
which will, I believe, render the whole country an important service 
if it can accomplish the acceptance by the specialized tuberculosis 
dispensaries of a uniform system of records. A movement of the 
same character should be urged upon the general and other dispen- 
saries of the country, and upon the hospitals. 

Here in Illinois your own admirable commission on occupational 
diseases pointed out how impossible it was to get any information 
of value from the hospitals. In all but a very small percentage of 
cases Dr. Hamilton was compelled to go beyond the hospital records 
to get any authentic data on the occupational antecedents of the 
plumbism discovered by the commission’s investigators. 

A recent volume in the United States government report on 
Woman and Child Wage-Earners in the cotton trades of a particu- 
lar section of the country shows the necessity of great care in 
checking up the deaths, from tuberculosis in particular, which should 
be charged against any industry. Many of the tuberculous die two 
or more years after they have left a trade in which they have 


General Discussion 185 


worked for many years. Often the occupation given when they reach 
a dispensary is one followed only because failing health has sug- 
gested or compelled a change in occupation. Very often “laborer” 
alone appears on the institution record or death certificate. I need 
not remind you that this means nothing at all, except perhaps to 
emphasize the melancholy fact that social and industrial disease 
claim as victims those who “labor and are heavy laden”. 


WALTER S. GIFFORD, American Telephone and Telegraph Com- 
pany, New York: Legislation for social insurance has been referred 
to as “class legislation”. I do not object necessarily to the term 
“class legislation” except when used in the spirit it seems to have 
been used in. I see no necessity, especially as regards this particular 
subject, in becoming sentimental about the wage-earner, and I 
do see many reasons for not helping along and encouraging class 
feeling. Whatever the feeling behind social insurance may have 
been or may be in foreign countries, it does not follow that it 
must be so here. Exclude, if you wish, for practical reasons, the 
capitalist class which is insignificant in number and the members of 
which are constantly changing. But if you do exclude this class, base 
your reasons for exclusion on a non-sentimental basis, namely on 
the common-sense basis that it is not worth while from an economic 
standpoint for the capitalist to be a party to social insurance. 
Theoretically social insurance means that every member of the 
state be compelled to contribute or set aside a portion of what 
he produces whether by physical labor, brain-work or by the em- 
ployment of capital, to insure against future exigencies. By the 
term wage-earner, we usually exclude brain-workers or salaried men. 
However, from a purely economic standpoint, it is not sound to 
exclude salaried men from social insurance. People with more 
than a living wage should insure, you say, in private companies, 
but the fact is they very frequently don’t. The brain-worker, how- 
ever, is just as much exposed to the risks of the future as the 
laborer or wage-earner. Why exclude him from compulsory social 
insurance? Briefly my contention is, that regardless of how one 
may feel about the unfair distribution of wealth at present, a dis- 
cussion of social insurance is not a place for airing such opinions and 
the problem of social insurance can be tackled in a thoroughly 
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democratic and American way so that class feelings are lessened, 
not strengthened. 

We have in the company with which I am connected a plan 
in operation for accident benefits, sickness benefits, death bene- 
fits, and old age pensions. No contribution is required from the 
employees. This plan is not limited to the wage-earning class, but 
applies to all of the 200,000 employees. The benefits, except as to 
accidents, are based partially on length of service. It is reasonable 
and necessary, as long as benefit plans are not universal in all com- 
panies or are not yet universally adopted by the state, that an 
employee to obtain a benefit must have shown that he is in the 
telephone business as a business and not simply as a “floater” seeking 
temporary employment for the purpose of obtaining such benefits. 
Furthermore, length of service, together with salary, are reasonable 
tests of efficiency, and efficiency must be and should be entitled to 
more reward than inefficiency. Our plan is non-contributory which, 
under the present condition of affairs, seems the most practical 
method of establishing what really amounts to compulsory insurance 
for all employees, for it is obvious that only under a compulsory or 
non-contributory scheme would all employees be insured. A com- 
pulsory scheme with shifting employment on the part of the em- 
ployees would not be as practical as a non-contributory scheme, 
even if it would be legal. 

What might be hoped as the ideal result of social insurance, 
we hope, in so far as our employees are concerned, will be the result 
of our plan. It means briefly that “Nearly 200,000 men and women 
who are now giving their best years to the telephone and telegraph 
service of the country will henceforth be assured of assistance in 
the exigencies of life . . . and will also be assured of a provision 
for their declining years.” 


C. H. Rostnson, Editor, Western Review, Chicago: 1 merely 
wish to call attention to the failure of the program committee and 
of the speakers to include, among organizations devoted to 
social insurance, the fraternal insurance societies, which are the 
parents of all social insurance. Authentic records could be pro- 
duced to show that as early as Alfred the Great, the English guilds, 
which were the progenitors of the friendly societies of England 
and the fraternal insurance associations of this country, were 
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already paying to their members sickness and death benefits; were 
supporting them when unemployed through no fault of their own; 
were insuring their property against loss by fire, thieves or storms 
at sea; were furnishing medical attendance and even giving dowers 
to marriageable daughters of impecunious members; were, in short, 
furnishing all kinds of insurance advocated in the papers read before 
this conference as early as 1389, and have continued to do so. 

There are some 250 reputable fraternal insurance orders in the 
United States and Canada; 180 of these which reported last year had 
a membership of more than seven millions, with insurance in force 
of more than $9,000,000,000. These societies paid last year as 
death benefits more than $85,000,000, and are this year paying to 
widows and orphans about $2,000,000 every week. This is in addi- 
tion to the many thousands per week paid by the local sick benefit 
societies auxiliary to all lodges of any considerable size. 


II 


COMPREHENSIVE PLANS OF SOCIAL INSURANCE 


Presiding Officer: Henry W. Farnam 


Yale University 
NEw Haven, Conn. 


PENSIONS FOR MOTHERS 


Epwarp T, DEVINE 
Director, New York School of Philanthropy 


I ask leave to print, in connection with this paper, a summary 
of the motherhood pension laws thus far enacted. Here it is 
sufficient to say that seven of the ten measures which were pending 
when Mr. Carstens made his report to the Russell Sage Foundation 
early in the present year have since become laws. Eighteen of the 
states have now, I believe, pensions for mothers in one form or 
another, and there are at least eight others in which legislative 
measures are under discussion. 

My understanding with the committee of which I have the honor 
to be chairman and under whose auspices this conference is held, 
is that in the time assigned to me I will undertake to say what I 
think about the movement for mothers’ pensions, concentrating at- 
tention upon the central and common features of the current legis- 
lation rather than discussing the merits of this or that detail of 
procedure. Of course, I speak strictly as an individual and not 
on behalf of the Charity Organization Society, or of the School of 
Philanthropy, or of The Survey, or of Columbia University, or of 
the American Association for Labor Legislation. If any of these 
institutions find my views obnoxious they have their remedy. The 
currents of public opinion are too complicated and perplexing, too 
swift and shifting, to make it easy to discover, even if one wished, 
in what particular channel his bark is moving. Setting a course 
by the compass of individual judgment, we may hope that both 
the old landmarks and the new beacons, if they are trustworthy, 
will appear in their appointed place. 

Speaking as an individual I am still not unmindful that I am a 
member of a committee on social insurance. This committee, al- 
though appointed primarily to study the subject, has unanimously 
formulated certain definite views, which are indeed virtually implied 
in the very existence of the committee. We believe in the principle 
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of social insurance. We think that society as a whole, working 
through the state, should assume the responsibility for distributing 
certain financial burdens which have been falling with crushing 
weight upon individuals and individual families. Death, industrial 
injuries, sickness, involuntary unemployment, and unprovided old 
age are the principal risks of this kind. 

Social insurance is essentially the distribution of risks among 
all those who are naturally subjected to them, over a period suff- 
ciently long to enable the risks to be carried safely and without 
unreasonable hardship. So defined, the insurance would be strictly 
mutual and its cost would be borne by the workingmen and their 
families subjected to such risks. The idea, however, has been ex- 
tended, and rightly extended, in such a way as to associate employ- 
ers on one hand and consumers on the other, with the risks involved, 
on the ground that industry as a whole should bear the burdens of its 
deaths, diseases, and injuries, its orphanage and widowhood, its 
periods of unemployment, and even the infirmity which attends the 
old age of its workers; and on the ground that industry, thus assum- 
ing the full cost of its produce in human lives and in physical vigor, 
will eventually recoup itself either by economies of production or, 
when necessary, by higher prices for its commodities. Social insur- 
ance thus organizes the natural and legitimate provision for death, 
sickness, and other similar individual misfortunes, diffuses such losses 
in time and throughout the whole number of individuals concerned, 
places responsibility on industry where it properly belongs, and 
anticipates that industry and commerce, under their natural laws, 
in accordance with the well known principles of competition, will 
adjust the prices of commodities and of labor in such a way as 
fairly to distribute the burden. 

There is, of course, much room for difference of opinion as to 
the order in which the various branches of the subject should be 
taken up, or whether some of them should be taken up at all as a 
part of a state system. Personally I have long been convinced of 
the soundness of the general policy of social insurance; and that 
meither ordinary commercial insurance nor voluntary fraternal 
insurance have adequately provided or can adequately provide for 
such risks as I have enumerated. I have therefore accepted eagerly 
the opportunity offered by the American Association for Labor 
Legislation to serve on a committee to investigate the whole policy 
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as applied to American conditions, to hold conferences like this to 
promote public interest in the subject and, when the times comes, to 
join with others in advocating well-considered measures for securing 
national and state legislation. 

As an advocate, then, of social insurance, I sharply challenge 
the proposal for weekly or monthly payments to mothers from public 
funds raised by taxation, as not in harmony with the principles of 
social insurance; as not being insurance at all, but merely a revamped 
and in the long run unworkable form of public outdoor relief; as 
having no claim to the name of pension and no place in a rational 
scheme of social legislation ; as embodying no element of prevention 
or radical cure for any recognized social evil; as an insidious attack 
upon the family, inimical to the welfare of children and injurious 
to the character of parents; as imposing in the form in which it 
is usually embodied an unjustifiable burden upon the courts at a 
time when the courts are having rather more than they can do to 
discharge their time honored functions to the general satisfaction; 
as illustrating all that is most objectionable in state Socialism, and 
failing to represent that ideal of social justice which the Socialist 
movement, whatever its faults, is constantly bringing nearer. 

If I were a Socialist I would certainly oppose state pensions to 
mothers. Even if I were a citizen of Wisconsin I would decline 
to associate the system with the so-called Wisconsin idea—which 
some of us in the other states have much difficulty in distinguishing 
from the original American idea of efficiency, opportunity and 
democracy. My lines happen to have fallen in the city of New York 
—in the Charities Building and on Morningside Heights—two places 
where thinking on social subjects does also take place, where the 
passion for social justice is not unfelt, and where the courage of con- 
viction is not unknown. 

We aim in this discussion, naturally, to disregard all that is 
provincial, partisan, and momentary, and to look at the experiments 
and proposals before us in the broad light of common experience 
and common sense, with human sympathy and a sober desire to see 
things as they are. 

Whatever they are called, money payments to mothers from public 
funds are relief; public charity. No hysterical denunciation or pas- 
sionate protest will change the bald fact that the transaction is a 
gift for which the persons at whose expense it is made have received 
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no direct equivalent. Sympathy and not the payment of a financial 
obligation explains it. Need and not exchange is its basis. The 
distinction between the new mothers’ pensions and the old county 
relief, in so far as it is not purely one of administration, is purely 
a subjective difference, a change in the point of view of the observer. 
This subjective change could just as well have been made, and in 
fact often is made, without any corresponding change in the pro- 
cedure to which it refers. The discovery that the mother by bring- 
ing children into the world thereby establishes a claim to an allow- 
ance from the state could just as well have been applied to the old 
poor relief as to the new pensions. Whether the man who carries 
the money is called a county visitor or a probation officer, whether 
the man who decides on the amount is called a county commissioner 
or a judge, are surely of no real consequence, either to the mother or 
to the discriminating student. This being so, the sound policy of 
reform and progress would seem to lie in the improvement of the 
administration of public relief where that system prevails, rather 
than in a process of self-delusion and of solemn pretense that chang- 
ing the names of things alters their essential character. 

The advocacy of mothers’ pensions rests in part upon opposition 
to, dislike of, and prejudice against, private charity, and especially 
against what is known as organized charity, distinguished by inves- 
tigation, the keeping of records, discrimination in relief, and the 
insistence upon the full utilization of personal resources rather than 
impersonal relief funds. It is true that differences of opinion about 
the relative merits of private organized charity and public relief 
funds rest less upon evidence than upon the social philosophy and 
general point of view of those who differ. It is not too much to 
hope, however, that the numerous inquiries, official and unofficial, 
instigated by the present interest in this subject may bring reason- 
able people to an open-minded examination of the evidence and a 
willingness at least to take it into account. Such an examination 
will, I believe, disclose the fact that there is a legitimate place for 

(1) Social insurance; 
(2) Public institutional relief, and perhaps public outdoor re- 
lief also in some communities ; 
(3) Organized charitable relief of families ; 
(4) Voluntary neighborly help. 
Any one of these four means of supplementing self help and family 
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responsibility, or all of them together, do not compare in importance 
with what must always be the main reliance, namely the personal 
responsibility of the individual for his own welfare and for that of 
those who, in infancy, in sickness, in misfortune or in old age, are 
naturally dependent upon him. The time has not come—I see no 
reason why it should ever come—when it is necessary or expedient 
to seek a substitute for this principle of individual responsibility and 
of family solidarity. The family for whom provision needs to be 
made by any kind of public or private relief is and should remain 
the exceptional family. The ordinary expectation should be that 
one will provide for himself in sickness and in old age, and upon his 
death for his widow and orphan children. This is no utopian or 
antiquated ideal. It is in fact the ordinary and all but universal 
ideal of American citizens. We who are engaged in relief work 
or in advocating social schemes of various kinds are apt to get very 
distorted impressions about the importance, in the social economy, 
of the funds which we are distributing or of the social schemes 
which we are promoting. 

I am engaged at the present moment in distributing a relief fund 
of three-quarters of a million dollars in a city of one hundred and 
twenty-five thousand inhabitants. This fund will be distributed 
within a period of less than three months. And yet this compara- 
tively large relief fund, expended with absolutely open-handed 
liberality within such a very brief period, is showing itself to be 
only a very small factor in the economic life of that community. 
It is preventing, we know, some hardship; hastening, we hope, the 
restoration in some instances of normal family life; but it is not 
in any fundamental way determining the conditions of family life or 
even influencing the course of events in the lives of the individuals 
of the city of Dayton. Fortunately the spirit of personal indepen- 
dence and individual initiative is vigorous there, as it is in most 
American communities, and practically from the very beginning, 
notwithstanding the large available relief fund, people have gone their 
way, earning their living, making their plans, carving out their own 
careers. If this is true in a community disrupted by a great disaster, 
how much more is it true, under normal conditions, of the great 
body of the self-supporting, self-respecting, self-directing population 
of the country. If there were no social insurance, no public institu- 
tional relief, and no private organized charity, in other words, if 
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there were no resources in times of exceptional distress except the 
provision which people would voluntarily make on their own account 
and the informal neighborly help which people would give to one 
another, I firmly believe, as Chalmers believed in Glasgow three- 
quarters of a century ago, that most of the misfortunes would still 
be provided for and that very probably the death rate, the sickness 
rate, the orphan rate, and the rate of physical and nervous exhaus- 
tion might be very little higher, if any higher, than at the present 
time. ; 

In making this very rough calculation I recognize that the disap- 
pearance of an enormous amount of harmful relief giving—some of 
it done by so-called organized charities—would be accompanied 
by the disappearance of a large amount of excellent and benefi- 
cial relief work—much of it done by public officials. There is 
need of relief. As compared with some congested quarters of our 
cities or some of our degenerated rural communities, I suppose that 
even San Francisco after the earthquake, or Dayton after the flood, 
might be considered normal communities. We are not likely to 
return to the comparatively primitive conditions in which Chalmers 
worked. If for no other reason than to offset the injurious things 
done in the name of charity, it will be necessary that organized 
relief, public and private, continue to be given. Those who are 
of weak physique and those who are thriftless will continue to rely 
upon external assistance. It is a clear duty to do what we can to 
bring order out of chaos—and I appreciate that this is of course the 
underlying motive of many of the advocates of mothers’ pensions. 
It is a duty to coordinate relief resources and to direct them 
toward the development of the strength of the people rather than 
toward feeding the pathological parasitism which is the destruc- 
tion, in the end, alike of the weak asker and of the giver from 
whom he asks. 

I have named four means of providing for misfortune other than 
unqualified self help. It is obvious, however, that the first of these, 
social insurance, stands on an entirely different plane from the other 
three. It is in fact only a cooperative form of self help, for the 
reason that even if the burden is partly borne by employers and 
purchasers this shifting will take place only to the extent to which 
the insured workers through the strength of their economic position 
and the economic value of their service can withstand a corres- 
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ponding reduction of wages. In the long run insurance cannot 
become a subsidy to the workers either from employers or from 
consumers, and no self-respecting worker will desire that it should. 
It is simply a means of getting back that of which they are now 
unjustly and uneconomically deprived, and a means of meeting their 
own share of the risk in manageable installments. Public institu- 
tional relief, organized charitable assistance and voluntary neigh- 
borly help are on a different basis, all fully justified on historical 
grounds and by universal custom, but sharply to be differentiated 
from the payment of recognized obligations or self-earned insurance. 

The fundamental objection to so-called mothers’ pensions is that 
they are proposed, advocated and defended on the one ground, 
while they actually rest exclusively upon the other. They are 
called pensions, but pensions in the legitimate meaning of the term 
are deferred payment for service already rendered, and have no 
reference to the resources or needs of the individual. Mothers’ 
pensions are described as an act of simple justice, but I venture 
to say that no one has really ever voted for them or paid his 
share of taxes to provide for them as an act of justice in any 
other sense than that in which the bringing up of the foundling, 
the care of the indigent sick, or the rescue of a victim of drink from 
his own appetites, are justice. We may use the word justice, if 
we like, as the ancient Jews did, for deeds prompted by compassion 
and the altruistic or neighborly spirit, but this does not in the least 
alter their essential character. 

Children should be protected, as the advocates of mothers’ pen- 
sions insist, but the giving of a pension by the state to the mother 
does not constitute such protection, and, in a large majority of 
instances is not even a substantial contribution to this end. Chil- 
dren need protection very often because of improper guardianship, 
or because of ignorance and neglect of parents, or because of their 
own physical defects or mental peculiarities, or because they are 
hard to manage and discipline and their parents, even if perfectly 
respectable people, are not good managers and disciplinarians; be- 
cause of a hundred other reasons which have no earthly relation 
to income. They need protection sometimes because of poverty 
alone, but far less frequently than most advocates of mothers’ 
pensions seem to imagine. If the poverty which does lead to 
a need for protection is due to any insurable risk such as death, 
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sickness, or old age, or even the involuntary unemployment of the 
bread-winner, then that need should be met by insurance, in the 
expense of which industry must bear its due burden, the state and 
the insured also doing their part according to the principles of 
social insurance as they are being successfully worked out in foreign 
countries and in some of our states. With what unholy joy will the 
anti-social type of employer, who now throws his maimed and 
mangled workers, his exhausted, worn out workers, and the widows 
and orphans of those whom he has slain, indiscriminately upon 
the scrap heap of public relief, welcome a movement which, by 
changing the name of this relief to widows’ pensions, makes it 
more palatable to the widows and to sentimental reformers, and 
thus gives the exploiters a new strangle-hold on the exemption 
privileges of which they are about to be deprived. An incame for 
widows, from a state administered fund, raised by the joint contri- 
butions of the insured and their employers, the burden lightly 
felt because widely distributed and borne in part by all of us who 
purchase the commodities in the manufacture of which the insured 
was engaged—that is the honorable income which I covet for every 
mother who is widowed by the death of an industrial worker. 
In the professions and in agriculture there are obvious analogous 
means of making similar provision. In the comparatively few 
instances in which, for any exceptional reason, insurance funds 
would not be applicable, we would have recourse to public relief, to 
organized charity and to voluntary individual neighborly help. 

If there were time I would like nothing better than to enter upon a 
detailed defense of each of these three means of dealing with human 
distress. Each one may be inadequate in amount; often in individ- 
ual instances most inadequate. If this were a charitable confer- 
ence instead of a social insurance conference I would be willing 
to discuss the remedy for that. Each, however,—public relief, private 
charity and neighborly help—has had a long and honorable his- 
tory, disfigured certainly, as all things human are disfigured, by 
abuses and failures; but redeemed again and again in every gener- 
ation by great successes, by the reform of abuses, and by the 
patient, modest, unheroic performance of its daily functions. 
Who are these sudden heroes of a brand new program of state 
subsidies to mothers, that they have grown so scornful of poor 
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relief administration, of religious alms, of a thousand forms of 
organized benevolence, of the charity which, whether organized or 
unorganized, has in all ages comforted the afflicted, fed the hungry, 
succored the widow and the fatherless, visited them that were 
sick and in prison, put out a hand to steady the steps of the inebriate, 
received the outcast, restored broken families, bound together in 
sacred bonds of human brotherhood the unfortunate of every de- 
scription and those who could help them? Who are these brash 
reformers who so cheerfully impugn the motives of old-fashioned 
givers, of the conscientious directors of charitable institutions, of 
pious founders of hospitals and all manner of benefactions? I 
have no more right than any other to represent philanthropy as it 
has been understood by our fathers, no mandate to defend its 
representatives; but I cannot forbear to warn my friends who 
would lightly discard voluntary charity utterly from human society, 
that they are building upon the sand; that when they put their 
reliance entirely upon a self-contained, coercive system in which 
all the relief funds are raised by taxation and all are distributed 
arbitrarily on a per capita plan without reference to individual 
circumstances, without reference to the thrift or efforts of the 
individual, without reference to the cooperation of relatives, of trade 
unions, of churches, or neighbors, without reference to any char- 
itable agencies or social sources, they are making a violent break 
with the historical evolution of human society, they are following a 
will-o’-the-wisp. 

They are just now having a heyday of popularity. Many laws 
they have secured, and others are on the way. 

As a student of social economy I am much interested in these 
experiments. As a progressive and radical social reformer I deeply 
regret the painful steps which we shall certainly have to retrace. 


SuMMARY oF Existinc MotTHeErs’ PENSION LAws 


Since 1908, when the movement began, to date, June 16, 1913, “mothers’ 
pension” laws have been passed in the United States in seventeen states 
(California, Colorado, Idaho, Illinois, Iowa, Massachusetts, Michigan, Minne- 
sota, Missouri, Nebraska, New Jersey, Ohio, Oregon, Pennsylvania, South 
Dakota, Utah, and Washington) and in two cities (Milwaukee and St. Louis). 
Only the state laws are here considered. 
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(a) Persons covered 

The law applies to any parent who is because of poverty unable properly 
to support a dependent or neglected child, but who is otherwise a proper 
guardian for it, in California, Colorado, Illinois and Nebraska. In Massa- 
chusetts, Michigan and Utah this provision is narrowed to apply to mothers 
only. In New Jersey only widows are included. In the remaining states 
not only widows but other classes of dependent mothers may receive 
allowances. Thus, in addition to widows, deserted wives are included in 
the benefits of the act in Michigan, Ohio (if deserted for three years), 
Pennsylvania, and Washington (if deserted for one year); mothe1s whose 
husbands are prisoners, in Idaho, Iowa, Minnesota, Missouri, Ohio, Oregon, 
South Dakota (unless the wife receives sufficient of the prisoner’s wages 
to support her chidren), and in Washington; mothers whose husbands are 
confined in state insane asylums, in Iowa, Minnesota, Missouri, Oregon and 
Washington; mothers whose husbands are incapacitated for labor, in Minne- 
sota, Ohio, Oregon, South Dakota, and Washington; in Michigan alone, 
divorced and unmarried mothers are included, while in California and 
Colorado, if neither parent is found fit, a guardian may be appointed to 
receive the stipend. 

(b) Age of child 

The maximum age of a child for whom a pension is payable is 14 years 
in Iowa, Massachusetts, Minnesota, Missouri and South Dakota; 15 in Idaho, 
Utah and Washington; 16 in Nebraska (if the child pleads guilty of, or is 
convicted of, a crime), New Jersey and Oregon; 17 in Illinois (if a male 
child) and in Michigan; and 18 in Illinois (if a female child) and Nebraska 
(if the child is merely dependent or neglected). Legal working age is the 
limit set in Ohio and Pennsylvania, and in California and Colorado no limit 
is set. 

(c) Amount of allowance 

The maximum amount of allowance for one child is $2 a week in Iowa 
and $3 a week in Michigan. It is $6.25 a month in California (for widows) ; 
$9 in New Jersey; $10 in Idaho, Minnesota, Missouri, Oregon and Utah; 
$11 in California (for abandoned children) ; $12 in Pennsylvania; and $15 in 
Ohio, South Dakota and Washington. In Colorado, Illinois, Massachusetts 
and Nebraska no maximum is established. The amount for additional chil- 
dren varies from $5 to $12-plus per month. In California, Ohio, and South 
Dakota the order is good only for six months unless renewed. 

(d) Administration 

The law is administered by the juvenile court alone in California, Illinois, 
Missouri, Ohio, and Washington; by the juvenile court or some other county 
court, in Colorado and Oregon; and by the juvenile court or the county 
commissioners in Utah. Various other courts administer the law in Idaho, 
Iowa, Michigan, Minnesota, Nebraska, New Jersey and South Dakota; the 
city or town overseers of the poor, in Massachusetts; and in Pennsylvania 


an unpaid board of 5-7 women residents of the county, appointed by the 
governor. 


Pensions for Mothers 201 


(e) Source of payments 

In every state except Massachusetts the funds come out of the county 
treasury; in Massachusetts they are provided by the city or town. In 
California, Massachusetts and Pennsylvania grants in part payment are 
made to the local authorities by the state. 

({) Penalties 

Penalties are provided in Colorado (against officers of the court refusing 
to comply with its orders), Idaho, Missouri, Ohio, Pennsylvania, South 
Dakota, Utah and Washington. 


OLD AGE INSURANCE 


F, SPENCER BALDWIN 
Secretary, Massachusetts Commission on Old Age Pensions 


It is not necessary, before this audience, to spend time in lengthy 
introductory discourse upon the origin and the nature of the prob- 
lem of old age insurance. The historical genesis of the problem in 
its modern form may be traced back to the industrial revolution. It 
is one of the many problems of social readjustment forced upon us 
by the altered relations between master and man to which that great 
economic upheaval gave rise. Under the old industrial régime 
preceding the revolution the labor contract was lifelong, and social 
relations were on a permanent basis. The worker was in a real 
sense the man of his master, who felt obliged to provide for him in 
sickness, accident and old age. The industrial revolution changed 
this stable, paternalistic relation. Temporary contract took the 
place of lifelong service. The worker was thrown upon his own re- 
sources, and was expected to make independent provision against 
the emergencies of life. Large numbers of workers failed to meas- 
ure up to the requirements of the new individualistic order. In- 
sufficient wages, thriftlessness and misfortune combined to create 
a swelling volume of old age dependency. Thus arose the problem of 
old age insurance, which, in essence, is the problem of devising an 
effective system of providing for the old age of wornout workers. 

A survey of the attempts at the solution of this problem discovers 
these lines of action: 


(1) Private enterprise, in the form of industrial insurance. 
(2) Cooperative insurance, through fraternal organizations and 
trade unions. 
(3) Corporation plans of retirement allowances for employees. 
(4) State action to establish a general system of old age insurance 
or pensions, including 
(a) Voluntary annuity plans, 
(b) Non-contributory pension plans, 
(c) Compulsory insurance plans. 
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The limits of this paper prevent extended discussion of these 
methods of dealing with the problems of old age insurance. It is 
possible only to lay down with somewhat dogmatic brevity certain 
general conclusions regarding each of the leading schemes. 


INDUSTRIAL INSURANCE 


Industrial insurance, which is insurance for small amounts with 
weekly payment and house to house collection of premiums, hardly 
touches the problem of old age insurance at all. Until recently the 
industrial insurance companies issued only life and endowment 
policies. This insurance was purchased extensively by wage 
earners, but almost wholly for the purpose of providing funeral ex- 
penses alone. The policies are in most cases so small that they do 
not yield anything beyond the cost of the last illness and burial of 
the policy holder. In short, the only service performed by industrial 
insurance in the past was that of burial insurance. A few 
years ago, however, industrial insurance companies began to offer 
new forms of combined life and annuity policies, designed to meet 
the need of old age insurance for working people. Experience with 
voluntary annuity systems, to which further reference will be made 
later, does not justify any hope that wage-earners will take advan- 
tage of this opportunity in any considerable number. 


CooPERATIVE INSURANCE 

Cooperative insurance, also, has contributed almost nothing toward 
the solution of this problem. The friendly societies of Great Britain 
and the fraternal organizations of the United States make provision 
for old age insurance only to a very limited extent. The chief 
function of fraternal insurance is the payment of death benefits to 
the family or heirs. It is to be observed, furthermore, that this in- 
surance reaches the members of the working class only to a slight 
degree, and the ranks of low-paid labor hardly at all. The part 
played by the trade unions in the field of old age insurance is simi- 
larly inconspicuous. The older British unions have done more in 
the way of providing for old age insurance than have the labor 
organizations in the United States. Even in Great Britain, 
however, the number of unions paying superannuation benefits is 
small. In the United States, only one federated labor union having 
headquarters in this country has established a pension system. In 
fine, cooperative insurance is a negligible factor, as far as provision 
for old age is concerned. 
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CORPORATION PENSIONS 


Corporation pension or retirement plans, in contrast with the pre- 
ceding, present a record of substantial accomplishment. The list of 
pensioning corporations is now a long and impressive one. The 
Massachusetts Commission on Old Age Pensions, which reported 
about three years ago, obtained information concerning fifty corpora- 
tion pension schemes, twenty-eight of which were maintained by rail- 
road companies and twenty-two by industrial or commercial estab- 
lishments. Since the report of this commission was issued, several 
other corporations have established retirement systems, including 
the United States Steel Corporation, Armour and Company, the 
American Sugar Refining Company, and the Bell Telephone 
Companies. 

Mention should be made also in this connection of the retirement 
systems for employees established by public corporations—munici- 
palities, counties and states. Thus far in the United States, however, 
only a small beginning has been made in this field. No American 
city has yet instituted a general pension system for all employees. 
The existing provisions for municipal pensions are confined to cer- 
tain classes of employees, notably policemen, firemen and teachers. 
Provision for the retirement of state employees is also occasional 
and partial. Massachusetts is the only state that has established a 
general retirement system for state employees, having adopted a 
contributory plan, which went into effect on the first of January, 
1912. The Massachusetts legislature has also passed laws authoriz- 
ing municipalities and counties to establish retirement systems for 
employees. Thus far, only two counties—and no cities—have 
adopted pension acts. 

It is generally recognized that the establishment of retirement 
systems for employees is sound business policy. While humanitarian 
motives have played some part in this movement, the main reasons 
have been economic. A retirement system eliminates the great waste 
involved in the retention of wornout workers, who no longer render 
a fair equivalent for their wages. It promotes a greater degree of 
efficiency throughout the working force and opens the way for pro- 
motion all along the line, which without systematic retirement of em- 
ployees is blocked by the presence of aged workers who have outlived 
their usefulness. It stimulates a sentiment of loyalty on the part 
of the employees. These various advantages are more than suffi- 
cient to offset the pecuniary outlay entailed by a retirement system. 


Old Age Insurance 205 


The corporation pension plans, while commendable in certain re- 
spects, are open to the objection that they hamper the mobility and 
independence of the worker. With few exceptions these pension 
schemes are non-contributory. Employees working under such a 
scheme cannot afford to jeopardize their equity in the pension fund. 
Any employee who leaves the service before the age of retirement 
loses outright his prospective benefit in the pension system. As the 
employee grows older in the service this influence becomes stronger. 
He hesitates to take any step that would result in the forfeiture 
of his pension claim, and is practically tied to his job. Workers who 
are expecting to benefit under a non-contributory pension scheme are 
bound to be well-behaved and submissive, even if they are not 
really contented with the conditions of employment. It may be 
pointed out in passing that under a contributory pension system, 
employees who leave the service for any reason may draw out the 
amounts of their accumulated contributions; there is, accordingly, 
no obligation to continue in the employment, if the worker could 
better himself by a change. A non-contributory pension system 
operates as an effective and comparatively inexpensive form of 
strike insurance. In brief, the weakness of the corporation plans of 
old age pensions is that they interfere with the freedom of movement 
and action of the workers, and retard their efforts to better their 
position. In view of this drawback, the corporation pension idea 
cannot be regarded as offering a satisfactory solution of this prob- 
lem, even for the limited class of workers for whom provision can 
be made in this way. 


STATE ACTION 


State action with reference to old age insurance has taken a 
variety of forms. Three main types of scheme stand out conspicu- 
ously, namely: voluntary annuities, non-contributory pensions, and 
compulsory insurance. 


Voluntary Annuities 


The Massachusetts savings bank insurance system, estab- 
lished in 1907, is the most interesting and promising experiment 
that has been made in the field of voluntary annuity schemes. The 
plan provides for the sale of insurance or annuities at low rates 
through the medium of the savings banks. The amount of insur- 
ance on any one policy is limited to $500, and the annuity limit is 
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$200. Opportunity is afforded to employers to cooperate with their 
working people in providing insurance or annuities, by making con- 
tributions toward the payment of premiums, or assisting in the 
collection of the latter. This plan has been heralded widely as a 
final solution of the old age insurance problem. Its operation to 
date, however, does not bear out the claims of its more enthusiastic 
promoters. While the system has attained a gratifying measure of 
success, and incidentally has brought competitive pressure to bear 
upon the industrial insurance companies, resulting in a reduction 
of rates, it has fallen far short of meeting the full requirements of 
the situation. The weakness of the plan is the fundamental failing 
of all voluntary insurance systems: it fails to reach the mass of 
the working population, especially the class of low-paid laborers 
most in need of some provision for old age. As Professor Schaeffle 
has well said: ‘Experience has everywhere demonstrated that the 
great mass of those workingmen who are poorly off will not volun- 
tarily insure themselves. Furthermore, the great majority of those 
who would like to do so cannot, on account of the smallness of their 
earnings. In other words, it is exactly that class which is most in 
need of insurance that either will not, or cannot avail themselves of 
this device.” The statistics of the savings bank insurance in Massa- 
chusetts show that very little use has been made of the provisions 
for the purchase of annuities. The plan has now been in operation 
for about five years, and the total number of annuity policies issued 
to date is only ninety, representing $28,465 in annuities. The longer 
experience of the British postal annuities system, established in 
1864, teaches the same lesson. The number of annuities issued 
through the post offices is extremely small. -In forty years the 
British government issued through this agency about the same num- 
ber of policies that a single private insurance company writes in ten 
days. It seems idle to expect that savings bank insurance or any 
voluntary annuity scheme can be so extended as to constitute a 
satisfactory solution of the problem of old age insurance. In a 
word, voluntary insurance is good as far as it goes, but it will never 
go far. 


Non-Contributory Pensions 


The plan of non-contributory pensions is represented by the 
well known legislation of Great Britain and of the Australasian 
colonies. It is not necessary to describe the British pension scheme 
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in detail, The original act of 1908 was framed to restrict the 
benefits of the system to the deserving aged poor, and persons 
while in receipt of poor relief and all who received poor relief 
after the first of January, 1908, until December 31, r910, as well 
as aliens, criminals and lunatics were disqualified from the receipt 
of pensions. The special pauper disqualification became inoperative 
in 1910, and by an amendment of 1911 the conditions of eligibility 
with respect to nationality, residence, imprisonment and receipt 
of poof relief were still further relaxed. This amending legisla- 
tion, by the way, illustrates a characteristic tendency in the develop- 
ment of pension systems to make the conditions for the receipt 
of a pension easier, and to extend the benefits of the system more 
and more indiscriminately to a widening circle of beneficiaries. 

This plan of old age provision is seriously objectionable, viewed 
from any angle, or judged by any test. In the first place, it is enor- 
mously and needlessly expensive. The cost of the British pension 
system has greatly exceeded all the preliminary estimates. The 
outlay for pensions in the fiscal year 1911-1912 amounted to nearly 
$60,000,000, and the number of pensions approached closely to the 
1,000,000 mark. The last official estimate prior to the enactment 
of the pension bill placed the cost at roundly $30,000,000, and the 
number of pensions at slightly less than 400,000. The cost and 
the number of pensions three years after the act went into operation 
were more than double the figures of the preliminary estimates. 
The figures of the cost are as follows: 


Year Pension Payments 
TiO OO= LOE sx. scaavertise: eee ey avageee e tach. Srohs Sarehs wi aebae Be £ 8,496,395 
TOTO try sioreva nrcuetie ois tte s/webedstates §.4 tee ea lacs £ 9,797,678 
DO) Tel SU Dene owe net ern ate tae Gta te Gpele oe ath eeTAT CS Gre gare ean £11,727,507, 


The number of pensions, on March 29 of each year, was 


LOOM TERT eR eal Odes bag PS aka ene GMa 647,494 
DO LOMMPM CoE esecch ote tid cuit yicua rast operates eauver cove vaha etre cane 699,352 
TOD te RAEN bat ERR ORIN eh SEcE eae CTR aeRO AOL 907,461 
TOUIZ} | Us, SU b a Balen Derger nen D Soha enue amie crae 942,160 


The great increase of the number of pensions in I91I over 1910 was 
due to the abolition of the poor law disqualification for receipt of 
a pension, which did not apply after December 31, 1910. The fur- 
ther increase in 1912 was brought about largely by the amendments 
of the eligibility conditions in I91I. 
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The enormous and increasing outlay for pensions has not been 
offset by any appreciable reduction of the burden of poor relief, as 
advocates of the pension plan had predicted. One of the popular 
arguments for the pension policy has always been that it would 
reduce greatly the outlay for relief purposes. The reasoning is that 
the establishment of a pension system for the aged would keep 
them out of the almshouses. It is argued that the consequent 
reduction of the expenditure for poor relief would offset in a great 
measure the cost of the pensions. It has even been argued that the 
adoption of a pension plan would result in a net saving to the state. 
This argument is completely discredited by the experience of states 
that have established pension systems. The Massachusetts Com- 
mission on Old Age Pensions presented statistics showing that 
the cost of poor relief does not diminish, but rather tends to in- 
crease, after the adoption of a pension system. This conclusion 
is borne out by the recent experience of Great Britain. The expen- 
diture out of the poor rates has increased since the pension act 
went into effect, the figures for England and Wales being: 


IQOGd Aihotionatiancincsiten “atmo eee ee £34,954,000 
TOO gris igi acsrapetoradeavenarenss caeaalinta ve. after eestor ead £35,384,000 
TOL hers Ceaser terce Sie ere ainvorenevetsle tare s ake onnaieiata £36,869,000 
TOLT Ws Soest s Mees ba cee Ove eke dee OM OR EEE £37,881,000 


This, of course, is the more noteworthy because the removal of the 
poor relief disqualification in 1910 and the amendments of 1911 
had the effect of transferring large numbers of paupers to the pen- 
sion rolls. These changes resulted in an apparent. decrease of the 
total number of paupers in England and Wales from 935,000 in 
1910 to 891,000 in 1911, and to 801,000 in 1912. The fact that the 
pension act has had no visible effect on pauperism in general is 
attested unanimously by the poor law inspectors in their reports 
to the local government board. The plea that a pension system pays 
for itself by lightening the burden of poor relief appears to have 
no foundation in fact. 

Another weighty objection to non-contributory pensions is the 
tendency to depress wages. Human nature being what it is, the 
employer in adjusting wage schedules and the employee in estimating 
wage requirements take into account the existence of the pensions. 
The inevitable result is a proportionate reduction of current earnings. 
The way in which wages are depressed through this influence is 
illustrated by the history of civil pensions in England. A system of 
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non-contributory pensions for government employees was instituted 
in 1859. In the course of time, the employees became convinced that 
wages and salaries were lower in consequence of the pension system. 
Investigation showed this to be the fact, and the pension system 
was finally modified and placed on a virtually contributory basis in 
1909. The truth is that public doles in supplement of wages surely 
slip through the fingers of the intended beneficiaries. 

The effect of non-contributory pensions on thrift is as unfortunate 
as the effect upon wages. The motives and energies of self help 
are weakened by this form of gratuitous state help. The assurance 
of public support in old age, unattended by any degree of discredit 
attaching to its acceptance, leads individuals to relax their efforts to 
make independent provision for their declining years. It weakens 
the incentives to individual saving. This proposition is disputed by 
Professor Henry R. Seager, who contends that the British pension 
policy, “far from discouraging thrift and foresight, will tend on the 
whole to encourage them.” In his interesting lectures on Social 
Insurance he argues: “It is desirable to save and acquire property, 
to get on in the world, to give children a better start than their 
parents enjoyed, to be assured more than bare necessaries as old age 
comes on, etc. These, the strongest motives leading to saving, are 
unaffected by the guarantee of a small annuity out of the public 
treasury after a certain age has been reached, especially if one con- 
dition to securing the annuity is that the applicant should not have 
received poor relief up to the time when the application is made. 
The smallness of the pension in all the countries having old 
age pension laws (the maximum being only $2.50 per week in 
Australia and New Zealand), and insistence that during the years 
immediately preceding application for a pension the candidate should 
have lived a respectable and self-supporting existence, make any 
discouragement of thrift in consequence of the policy quite 
improbable.” 

It will be noted that Professor Seager’s argument is based largely 
on the assumption that receipt of poor relief acts as a disqualifi- 
cation for a pension. The pauper relief disqualification has not been 
operative in Great Britain since December 31, 1910, as was stated 
previously. The abolition of this condition of eligibility cuts the 
ground from under Professor Seager’s argument. It seems self- 


1 Social Insurance, pp. 141, 142. 
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evident that the removal of the poor law disqualification must have 
a strong tendency to discourage thrift and foresight. The thrift 
habit is not something instinctive and spontaneous; it is the rare 
product of careful training. It is extremely hard to build up and 
very easy to break down. The aim of modern poor law reform has 
been to cultivate this habit by penalizing unthrift and stigmatizing 
dependency. The establishment of the pension system means the 
abandonment of this approved policy of conserving thrift, and 
reversion to the discredited methods of general outdoor relief. 
The gravest consequences are to be apprehended from the new 
policy. In general, it must exert an enervating and demoralizing 
influence on character, lessening the sense of personal responsi- 
bility, self-reliance and self-respect, and sapping the foundations 
of individual independence, initiative and resourcefulness. 

Finally, the effect of non-contributory pensions on the family 
must be set down as a further objection to the plan. A non- 
contributory pension system weakens the bonds of family solidarity. 
It takes away, in part, the filial obligation for the support of aged 
parents, which is one of the main ties that hold the family together. 
The supporters of the pension policy deny that this result would 
follow. They contend that, on the contrary, their plan would 
strengthen the family; they reason that the payment of small pen- 
sions to old persons would help to keep families together by making 
it possible for the children to retain the aged parent in the house- 
hold in view of the addition that his pension would bring to the 
family income. While this might be true in individual cases, it can 
hardly be doubted that the general effect on the family would be 
disintegrating. The assumption by the state of the obligation to sup- 
port the aged in their homes would undermine filial responsibility 
precisely as the guarantee of public maintenance of children would 
destroy parental responsibility. The impairment of family integrity 
is, in fact, one of the most serious dangers threatened by recent 
experiments with non-contributory pensions. 

.. Compulsory Insurance 

The plan of compulsory assisted insurance is typified by the 
well known German system. The general features of this system are 
familiar, and need not be described here. Under it the cost of 
the insurance is divided with approximate equality between three 
parties,—the employer, the employed and the state. The employer 
is assessed, in the first instance, for the employee’s contribution 
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as well as his own, and deducts the amount of the former from 
the wages when they are paid. This system presents a direct con- 
trast to the non-contributory pension scheme of Great Britain. The 
latter is based on the principle that the obligation to support the 
aged rests upon the state, and that the superannuated worker may 
claim a pension of the state as a right, not as a charity. The Ger- 
man plan is founded on the opposite principle, that the obligation 
to provide for old age rests primarily upon the individual, and that 
the state should enforce the performance of this duty, at the same 
time facilitating the required provision for old age through contribu- 
tions to the insurance funds by the employers and the state. 

The German system has been in operation long enough to demon- 
strate to some extent its social effects. In the main, the results 
must be pronounced satisfactory. The plan is the most effective 
and successful scheme of old age support now in existence. The 
cost is much less than that of a non-contributory pension system. 
The old age and invalidity insurance cost the imperial treasury in 
1907—the last year for which figures are accessible—a little more 
than $12,000,000, as contrasted with nearly five times that amount 
for old age pensions alone in Great Britain. The influence of com- 
pulsory insurance on character and efficiency, as well as on family 
life, must manifestly be far less injurious than that of non-contribu- 
tory pensions. It should be recognized, however, that any compulsory 
system must to a certain degree exercise an enervating influence on 
wage-earners. Compulsion is not favorable to the highest develop- 
ment of individual initiative, independence, responsibility, and self- 
reliance. Full individual responsibility as regards provision for old 
age exerts a healthful stimulative and educative effect on the individ- 
ual, From the point of view of social effects, a voluntary system 
is certainly preferable to a compulsory. There is an inevitable 
weakening of vigor and resourcefulness under any compulsory 
scheme of social reform. ; 

Notwithstanding the drawbacks of any compulsory insurance 
system, it is desirable that the solution of the problem of old age 
insurance should be worked out along the line of the German 
experiment. It is evident that some comprehensive plan of old age 
insurance or pensions must be adopted in this country, at some time 
in the near future. The inadequacy of private enterprise, coopera- 
tive insurance, and corporation plans is generally admitted. The 
voluntary annuity schemes, also, fail to afford a satisfactory final 
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solution of the problem. If a general system of state insurance or 
pensions is to be adopted, the choice lies plainly between the British 
and the German plans. The objections to the former are so formid- 
able that there should be no hesitation in making a choice in favor 
of the latter. The choice here is to some extent a choice between 
two evils. Neither plan harmonizes fully with the ideal of the 
strongest conceivable type of an industrial democracy. Of the two 
plans, however, that of compulsory insurance is decidedly to be 
preferred. Practical exigencies will sooner or later force American 
states to adopt one plan or the other, and while the ethical, practical 
and constitutional objections to compulsory insurance have much 
force, they weigh light in the balance against the far more serious 
objections to any plan of non-contributory pensions. 

Incidentally, it may be pointed out that one feature of the German 
system should be eliminated in any old age insurance legislation 
that may be enacted in this country. That is, the assessment of a 
part of the expense. directly upon employers. There is a funda- 
mental difference between industrial accident insurance and old age 
insurance in this respect. Industrial accidents are the consequence of 
employment, and should be made a charge upon the industry, 
to be assessed in the first instance upon the employer. Old age, on 
the other hand, is an incident of human life, not a consequence of in- 
dustrial employment, and should be made a charge on the individual, 
under a system of assisted compulsory insurance which will enable 
him to meet this obligation properly. Employers are not responsible 
for the burden of old age maintenance, and should not be assessed 
directly to pay the bills. 

The exercise of compulsion, in order to make effective provision 
for old age insurance, is logical and justifiable. The principle of 
compulsory education has been adopted and widely extended; the 
principle of compulsory sanitation has been applied in various direc- 
tions. Compulsory insurance may be defended as a needful measure 
of further state interference for the protection of society against the 
burden of old age pauperism, precisely as compulsory education and 
sanitation have been adopted to protect society against ignorance 
and disease. Until this principle is incorporated into the social 
legislation of American states, the problem of old age dependency 
will continue to vex us. The plan of compulsory assisted insurance 
is the only one that offers an adequate, comprehensive, workable, 
final solution of the problem. 


SYSTEMS OF WAGE-EARNERS’ INSURANCE 


FREDERICK L. HOFFMAN 
Statistician, Prudential Insurance Company, Newark, N. J. 


Every form or method of wage-earners’ insurance has for its 
primary object the prevention of destitution, following or incidental 
to sickness, accident, invalidity, old age, or premature death. When 
on the voluntary plan, such insurance is usually, at first at least, 
limited to a family protection against the pecuniary consequences 
of the wage-earner’s premature death, followed in time by insurance 
against other contingencies, such as sickness, accidents, unemploy- 
ment, maternity, invalidity and old age. When on the compulsory 
or semi-compulsory principle, the protection, from the outset, is 
usually much more comprehensive, since a large portion of the cost 
is borne by the employer, or the state, or both. 

Many forms of so-called wage-earners’ insurance are not, how- 
ever, insurance in the strict sense of the word, but, unfortunately, 
there is no exact equivalent for the term “social insurance”, as used 
on the continent, or, more accurately and precisely, Soziale Fiir- 
sorge, as it is called in Germany. The English term “welfare work” 
partly covers this German term, which may be said to express a more 
or less radical modification of previous employers’ liability laws, 
on the one hand, and an equally important alteration and enlarge- 
ment in systematic poor-law provision, on the other hand. To both 
of these, however, must be added a rising consciousness of com- 
munity responsibility on the part of employers of labor, who fre- 
quently of their own accord make additional provision, more or less 
in the form of insurance protection, for wage-earners in the event of 
sickness, accident, invalidity, or death. The principles of such wel- 
fare work have been so much broadened during recent years that 
what is insurance in the strict sense of the term has become more 
or less merged into methods and plans not strictly insurance in the 
sense in which that form of social protection is universally provided 
for by private enterprise throughout the civilized world. 
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Primitive MuTuALIsM AND MEDIEVAL GUILDS 


Long before the principles of insurance were applied to the solu- 
tion of social problems, the necessities of mankind were met by 
primitive forms of mutualism, admirably described by Prince Kro- 
potkin in his treatise on Mutual Aid. After tracing, even among 
animals, the active operation of an inborn principle of mutual 
assistance in danger or distress, the author proves conclusively its 
gradual development through the savage and barbarous period of 
human existence to medieval and modern times. It is in the 
medieval city that we meet with the first practical development of 
the principle of association, which underlies every form of insurance 
and cooperative effort for the common good. Mutual aid in the 
medieval city is best illustrated in the practice of guilds in their 
many different forms, which always included in their rules and regu- 
lations a provision for the support of the sick and the decent burial 
of the dead. Prince Kropotkin has paid a high and well-deserved 
tribute to the constructive genius of the masses in the perfection 
of their mutual aid institutions, best illustrated in these early guilds, 
in the friendly societies and in the labor unions of the present day. 
As a single but comprehensive illustration of the principle of mutual 
aid, as illustrated in the practices of an early Danish guild, I quote 
the following extract: 

“If a brother’s house is burned, or he has lost his ship, or has 
suffered on a pilgrim’s voyage, all the brethren must come to his 
aid. If a brother falls dangerously ill, two brethren must keep 
watch by his bed till he is out of danger, and if he dies, the brethren 
must bury him—a great affair in those times of pestilences—and 
follow him to the church and the grave. After his death they must 
provide for his children, if necessary; very often the widow be- 
comes a sister in the guild.” 


ORIGIN oF INDUSTRIAL INSURANCE 

Out of the friendly societies developed in course of time the mod- 
ern system of industrial life insurance, which had its origin in Eng- 
land in 1854, in the London Prudential, and in the United States in 
1875, in The Prudential Insurance Company of America. Coin- 
cident with the rise of industrial life insurance, the so-called col- 
lecting friendly societies of England, and the fraternal insurance 
societies of America assumed an important position in the economic 
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life of wage-earners during a comparatively short period of time. 
The need for such institutions was a most pressing one on account 
of deplorable health and labor conditions and the excessive rate of 
pauper burials, reflecting precisely the practical utility of even a 
small sum paid with certainty in the event of a wage-earner’s death. 
Since the introduction of industrial insurance in the United States 
the pauper burial rate of American cities has declined from 23.7 
per 10,000 of population in 1875 to 9.7 in 1912. There has been a 
corresponding decline in indoor pauperism from 117 per 100,000 of 
population in 1890, to 91 in 1910. There are no trustworthy data 
for the country at large regarding outdoor relief. 


COOPERATIVE AND FRATERNAL RELIEF 

The early American benefit societies, cooperative relief associa- 
tions, health insurance and fraternal insurance, were efforts to 
provide a system of pecuniary relief in return for the periodical 
and variable payment of dues, rather than insurance in the strict 
sense in which the term is understood at the present time. While 
these societies and institutions unquestionably rendered an enor- 
mous amount of economic service to their members, they signally 
failed in numerous conspicuous instances to provide the required 
economic security of wage-earners and their ‘families, which 
should unquestionably be the first consideration in insurance under- 
takings of this kind. There is no more instructive chapter in insur- 
ance history than the record of innumerable failures of so-called 
cooperative and fraternal societies, most of which were fraternal 
in nothing but a high-sounding name. It is a gratifying fact that 
slowly order is emerging out of chaos, and within the last few 
years the insurance commissioners of several states have taken cog- 
nizance of what may be spoken of as a deplorable state of affairs 
urgently in need of thorough-going and even drastic reforms. 

In this connection I include the following instructive remarks 
from an article by Prof. B. H. Meyer, contributed to the Annals of 
the American Academy of Political and Social Science, in March, 
1901: “Any organization which guarantees the payment of a definite 
sum of money under certain circumstances dependent upon the con- 
tingencies of human life, in return for certain contributions, does an 
insurance business. We may call the document relating to this 
agreement a certificate, the payments made periodically contribu- _ 
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tions, fees, dues, etc.; the final payments on the occurrence of the 
specified contingencies benefits; the whole is nevertheless an insur- 
ance contract pure and simple, and the society issuing such a certi- 
ficate is doing an insurance business, subject to all the laws and 
principles applicable to insurance in general.” 

The importance of these observations is made evident by the 
magnitude of the business of fraternal insurance as best illustrated 
in a recent analysis published by The Spectator, a New York insur- 
ance periodical, for the year 1912, which includes the information 
for forty of the oldest and largest orders: “It is shown that these 
provide apparently six billion dollars of insurance, and that during 
1911 they secured 620,411 new members, while 397,462 lapsed, 
and 40,870 certificates were terminated by death. Combining the 
returns for 144 orders during 1911, 92 organizations gained 
343,872 new members, and 52 lost 125,653 during the year, so that 
the net gain was 218,219.” Considering the disastrous experience 
of the past, it seems too much to hope for an early improvement 
as suggested by The Spectator, that “Members must be forced to 
face the situation squarely and deal with it intelligently, profiting by 
the sad experience of the countless disappointed beneficiaries of 
defunct orders, and realize that safe and sound life insurance can 
only be established upon one basis, that of cb premiums and 
a scientific plan.” 


MuTvuAt SICKNESS INSURANCE 


The fraternal orders, as a rule, do not provide sickness insurance, 
and the same holds true of so-called business assessment associations, 
the business of which, however, is on the decline. Obviously the 
principles of level-premium insurance alone can provide the required 
degree of absolute security, which, particularly in the case of 
wage-earners, is of the utmost economic importance. The assess- 
ment principle introduces a serious element of weakness into any 
and all forms of insurance on this plan, but this conclusion holds 
particularly true of mutual sickness insurance, which is as yet only 
in its initial stages of development in the United States. In 1911 
there were 88 societies or associations transacting mutual sickness 
insurance, having in force not quite 900,000 certificates, and an 
annual income of $5,600,000. This form of insurance is of rather 
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limited utility, but the tendency is fortunately towards an improve- 
ment in both theory and practice. 


INDUSTRIAL HEALTH AND ACCIDENT INSURANCE 


As far as known, industrial health and accident companies also 
insure wage-earners to only a rather limited extent, although it would 
seem that the plans offered would appeal especially to those engaged 
in the more unhealthy and dangerous industries. In 1911 a 
comprehensive investigation was made by several state insurance 
departments and serious abuses were found to exist, chiefly in con- 
nection with the prompt and liberal settlement of claims. The more 
grave defects in the system have since been remedied and the ten- 
dency is toward a gradual improvement, both in the scientific prin- 
ciples upon which a sound system of insurance of this kind must 
necessarily rest, and the perfection of the office practice, which can 
only be the result of actual experience extending over a considerable 
period of time. An increasing amount of so-called health insur- 
ance is also transacted by personal accident insurance companies, 
but as far as known only a comparatively small proportion of wage- 
earners is reached through their efforts, which aim rather at an 
extension of this business to the professional and mercantile ele- 
ments of the population. An increasing amount of accident insur- 
ance is transacted by mutual associations operating on the assessment 
plan, but these also reach wage-earners to only a rather limited 
extent. 


WoORKMEN’S COLLECTIVE INSURANCE 


Some of the casualty insurance companies issue workmen’s col- 
lective policies, which insure employees against death by accident 
and bodily injuries: The death benefit paid is generally an amount 
equal to the wages of the deceased for one-half or one whole year, 
including medical and surgical attendance in addition to other bene- 
fits. The premium is based on the degree of hazard of the particular 
occupations insured and represents a percentage of the amount of the 
annual payroll, which may be paid by the employer, or by the em- 
ployee, or both. A copy of the usual policy form has been reprinted 
in the Twenty-third Annual Report of the Commissioner of Labor. 
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WoRKMEN’S INSURANCE AND BENEFIT FUNDS 


The large variety of workmen’s insurance throughout the United 
States is best illustrated in a report made by the United States 
Commissioner of Labor in 1908. This report includes a study of 
about 1,200 funds divided among (1) national and international 
labor organization benefit funds; (2) local labor organization benefit 
funds; (3) railroad relief funds; (4) establishment benefit funds; 
(5) hospital funds; (6) industrial benefit societies; and (7) state 
and savings bank insurance. The principle common to nearly all 
of these is the same; namely, that the contributions are usually not 
graded according to age, and a periodical valuation is not made of’ 
the liabilities, nor is a reserve accumulated to provide for the 
unavoidable increase in the cost of insurance with an increase in the 
average age of the membership. 


MIscELLANEOUS RELIEF FUNDS 


The so-called hospital funds provide hospital service for injured 
workmen, chiefly in the more dangerous occupations such as mining, 
railway transportation, lumbering, etc. In addition to this there are 
a large number of miscellaneous funds providing insurance protection 
in the form of payments at death, or relief during sickness, as well 
as pensions in old age. There are also quite a number of industrial 
benefit societies or funds established for the purpose of affording 
financial relief to persons in case of sickness, accident or death, 
in addition to social features of considerable value. 


SAvINGS BANK Lire INSURANCE 


Acting no doubt upon the idea suggested by the English system 
‘of post-office life insurance, Mr. Louis D. Brandeis, of Boston, 
brought to public attention during 1906 the important question as to 
whether savings banks could not be utilized for the purpose of 
transacting wage-earner’s insurance, more or less in conformity to 
the business of the industrial life insurance companies. Through 
continuous agitation Mr. Brandeis and others brought into existence 
the Massachusetts Savings Insurance League, which subsequently 
led to the enactment by the state of Massachusetts in 1907 of a law 
permitting savings banks to establish departments for the issue of 
life insurance policies and annuities The table following exhibits the 
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number of policies in force and the amounts of insurance for each 
year of the period 1908-1912.1 


Procress or SAVINGS BANK INSURANCE, MASSACHUSETTS 


1908-1912 
Year ending Insurance in force 
October 31st Policies Amounts 
TQOOSTARE ees to oe ees 282 $ 114,053 
TOO Me terest eos 2,521 902,761 
TOMO eee craieitia ce men 3,318 1,367,363 
TOLD ceeeeeO ines tve wrencte shots 5,063 1,950,038 
LO Lain ative ete cto e Baap econekees 6,652 2,528,809 


Group INSURANCE 


The public discussion in connection with this plan brought for- 
ward other suggestions for substitutes for the prevailing system 
of industrial life insurance, among which may be mentioned the 
so-called direct plan of life insurance, or life insurance over the 
counter, which, by making use of the mails, anticipated the elimina- 
tion of the agent or solicitor. In practice this plan has been without 
results. Another method suggested was the elimination of the col- 
lector in the case of industrial life insurance and the payment to 
the insured of the commission ordinarily paid for collecting the 
premiums in return for the making of such payments at the office of 
‘the company or through the mails. In practice this plan also has been 
without results. Still another suggestion was to insure the wage- 
earners in groups, and to provide for the payment of the premiums 
through the employer by means of simple deductions from the weekly 
or monthly payroll. Some results have been obtained through ordi- 
nary companies which have specialized in this direction but their 
efforts have mainly been to reach a class of employees somewhat 
above the average wage-earner. 

There are no statistics available to show the amount of business 
transacted under this form of insurance, but the indications are that 
considerable progress is being made. As pertinent illustrations, I 
may state that one company has offered to insure 1,742 police offi- 
cers of the city of St. Louis under a group policy at $18.12 per 
1,000. A similar proposition was under consideration to insure the 
entire police force of the city of New York, including about 10,000 


1 This is exclusive of a small amount of annuity business. 
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men, at a uniform rate of $15 per $1,000. A large mail-order house 
in the city of Chicago has placed policies for about six million 
dollars on its employees, but whether under a group policy or not, 
is unknown. The New York and Queens Electric Light and Power 
Company has insured 350 of its employees for about $300,000 under 
a group policy, and the same has been done by quite a number iof 
banks, and also by the Michigan Stove Company of Detroit. 


WorKMEN’s COMPENSATION INSURANCE BY THE STATE 


Workmen’s compensation insurance by the state is a new and 
radical departure in our American form of government. The enact- 
ment of more or less drastic workmen’s compensation laws has 
necessarily called attention to the methods by which the largest 
possible amount of relief can be paid to injured workmen upon the 
basis of a liberal conception of employers’ liability. The view has 
gained ground, especially in the west, that state institutions are better 
adapted for this purpose than private enterprises, and accordingly 
in the states of Washington, Ohio and Michigan new departments 
of government have come into existence for the purpose of carrying 
into effect the various provisions of state workmen’s compensation 
laws. In Washington and Ohio this idea has taken the form of 
what is practically a state monopoly in workmen’s compensation in- 
surance, whereas in Michigan and Massachusetts modified concep- 
tions of this principle prevail. The first year’s experience in 
Washington seems to prove that a state department is not necesga- 
rily expensive, and, in fact, that if conducted with extreme care and 
attention to matters of detail, the expense may be materially less than 


in the conduct of private enterprise requiring the employment of 
an agency staff. 


Massacuusetts Empioyees’ MutuaL AccIDENT INSURANCE 
ASSOCIATION 


Under the Massachusetts plan an Employees’ Mutual Insurance 
Association was created for the purpose of providing the most 
economical and scientific form of workmen’s compensation insur- 
ance, in open competition with the casualty insurance companies. 
The association was established primarily as an alternative to state 
insurance, to which, in the opinion of the commission reporting the 
act, there were very serious and well-grounded objections, and since 
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agents are not to be employed it is claimed the organization will pro- 
vide protection at lowest cost. The association has not been long 
enough in active operation to furnish conclusive evidence as regards 
the true cost of such insurance protection, but it is quite probable 
that in the course of time insurance in the association will be secured 
at a lower rate than through casualty companies operating on the 
agency plan. In a report made to the governor under date of 
February 6, 1913, the Industrial Accident Board estimated that “the 
total payments, based on one-half the average weekly wage of 
employees killed or injured while in the course of employment, and 
including all medical attention, hospital care, and medicine, will be 
more than $2,000,000 for the first year of the act. About 30 per cent 
of the amount will go to doctors and hospitals, 20 per cent to the 
dependents of those fatally injured, and the balance to disabled 
employees. This total of insurance benefits will net the injured 
wage-earners of the commonwealth more than five times as much as 
they received in a year under the former employers’ liability law.” 


PREVENTION OF ACCIDENTS 


An important part of the administration of the act is the preven- 
tion of accidents, and in this respect admirable work is being done 
by the safety department of the Massachusetts Mutual Insurance 
Association. Safety leaflets are distributed from time to time, 
based upon personal and thoroughly expert investigations, and in- 
cluding all the dangerous occupations of the state. 


Otp AGE PENSIONS 


A discussion of wage-earners’ insurance without reference to old 
age pensions would be incomplete, but the pension problem itself is a 
complex and involved one on account of its intimate relation to the 
problem of poor relief. I repeat here what I said before the Massa- 
chusetts commission of 1910: 

“State pensions in old age? will not solve the problem of poverty 
and pauperism, or economic independence, but, on the contrary, such 
pensions will materially undermine the thrift function at every period 
of life. English experience has been to the effect that the prospect of 
a government pension in old age has prevented large numbers from 


2 On a non-contributory basis. 
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becoming subscribers to the voluntary superannuation funds of 
friendly societies; and there is no reason to suppose that the expe- 
rience in this country would not be identical, and affect all the 
various lines of voluntary savings, investments and insurance.” 


MATERNITY INSURANCE 


Under the British national insurance act provision is made for the 
payment of thirty shillings in the event of childbirth to the wife 
of an insured member, or to the mother herself if insured in con- 
formity to the act. There has as yet been no corresponding demand 
for insurance of this kind in the United States. In years past 
maternity, or so-called birth insurance, was attempted at different 
times, but every such effort terminated in failure. There are obvious 
advantages to be derived from a scientifically worked-out plan of 
maternity insurance, which on one hand would provide for the 
comfort and needs of the mother, and on the other hand aid more 
or less in conserving the life and health of the child. The practical 
difficulty consists in the reluctance of young women to take out such 
insurance before marriage, when the element of adverse selection 
would be absent. The same reasons which lie against the practical 
success of insurance against tuberculosis are those which operate 
in the case of maternity insurance, and as has been said before, every 
such effort in the past has been a more or less complete failure. In 
a scientific plan of social insurance, of course, provision for pecu- 
niary aid in maternity is made without difficulty and at a compara- 
tively small increase in the aggregate cost. 

Mothers’ pensions, or systematic support for dependent minor 
children of widowed mothers, are a form of social protection which 
more properly falls within the discussion of poor relief. The 
error of describing such aid as widows’ pensions or annuities, must 
be obvious to anyone familiar with poor-law history. 

Those who advocate so-called mothers’ pensions in this country 
seem to misunderstand the principles of widows’ and orphans’ pen- 
sions as incorporated in the social insurance legislation of certain 
European countries during recent years. The required amounts are 
raised by joint contributions of the employer and employee, and the 
benefits paid are proportionate to the payments made. As 
a general principle only the widows and orphans of insured persons 
are provided for. In Germany, I understand, the widow receives 
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an annuity only in case she is an invalid for twenty weeks or more, 
and widows able to earn their own support are not provided for. 
Orphans receive annuities if under fifteen years of age, even though 
the mother is still alive, but as yet the practice is far from having 
developed into a well-defined principle of social protection and ade- 
quate support. The American experiments foreshadow possibly 
serious consequences and they may bring about a lowering of the 
sense of thrift and self-support on the part of wage-earners, hereto- 
fore accustomed to rely entirely upon their own efforts. At the same 
time, it must be admitted that an undeserved amount of hardship 
is suffered by a large number of dependent mothers, who, it would 
seem, are rightfully entitled to liberal assistance on the part of 
the state in their effort properly to support their children, who will 
constitute the citizenship of the next generation. There are strong 
reasons for believing that the practice of so-called mothers’ pensions 
will be extended to many other states and that in the course of a 
few years it may become practically universal throughout the United 
States. For that reason it would seem of.the utmost importance 
that the subject should be thoroughly discussed and studied in all 
its phases as one of the important social problems of the day. 


Lire INSURANCE By STATES 


Only a very brief reference can be made to life insurance by the 
state, which as yet is only an experiment in its very beginnings and 
limited to the state of Wisconsin. The rates and policy provisions 
of what is known as the State Life Fund of Wisconsin do not vary 
materially from those of private life insurance companies, but the 
claim is made that there will be considerable economy in operation 
on account of the fact that the state pays no commissions to agents 
and makes no charge for rent and certain other expenses of manage- 
ment. Thus far the fund has not commenced actual operations, and 
apparently there is no real demand for life insurance protection of 
this kind. Many bills providing for state life insurance were intro- 
duced in the state legislatures during the recent session, but not a 
single one has become a law. : 


Lire INSURANCE AGGREGATES 


It seems appropriate to include here a brief summary of voluntary 
forms of life insurance, including ordinary and industrial, stipulated 
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premium, assessment, and fraternal, as returned by The Spectator, a 
New York insurance periodical, for the year ending December 31, 
IQII. 


Lirt INSURANCE BUSINESS OF THE UNITED STATES FOR IQII 


In Force 
Written in 1911 Dec. 31, 1911 Per cent 
Old Line® (Ordinary)......... $2,097,156,5900 $14,578,410,5908 51.67 
Old Line (Industrial)........ 773,138,807 3,424,360,841 12.14 
LotalbaQid= Line awe. «seer $2,870,295,457. $18,002,780,439 63.81 
Stipulated Premium .......... 10,948,224 19,878,403 0.07 
Assessment? Lifes. stwetee cts 107,701,680 350,650,806 1.24 
Ptatertialye suns een peeeew sae 1,200,633,053 9,839,909,282 34.88 
Total Assessment and 
Hira teenaln weiter ssrnteete ite $1,319,282,067 $10,210,438,491 36.19 
ADeTegAate owes: cece eons feas's 4,189,578,424 28,213,218,930 100.00 
Ratio of Old Line Insurance to 
Aggregate lg.wancu>seltr cease 68.51 63.81 
Ratio of Assessment and Fra- 
ternal to Aggregate ........ 31.49 36.19 


A complete statistical account of the various and widely different 
forms of wage-earners’ insurance would have made a most useful 
contribution to the study of social insurance, but at the present time 
the returns are quite incomplete with regard to the large number of 
workmen’s voluntary benefit funds, relief associations, etc., and the 
numerous and constantly increasing corporation welfare plans, 
which in the aggregate provide effective protection to many millions 
of wage-earners and their families. The expense is borne largely 
by the workmen themselves, but to an increasing extent the cost is 
shared by the employers. 


INDUSTRIAL INSURANCE METHODS AND RESULTS 


The foregoing table emphasizes the truly enormous magnitude 
of voluntary life insurance in the United States at the present time. 
It is shown that of the total insurance in force, 12.14 per cent is 
industrial, or for small amounts on the basis of weekly premium pay- 
ments collected from the houses of the insured. The general facts 
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of this form of insurance are so well known that it is not necessary 
for me to enlarge upon them. A full discussion of the present-day 
practice will be found in Dunham’s treatise on The Business of 
Insurance, and an outline of the general theory is given in my address 
read before the Fifth International Congress of Actuaries, held in 
Berlin in 1906. A vast amount of information on the subject is 
also contained in the addresses and papers of the late John F. Dryden, 
the founder and pioneer of industrial insurance in America. The pri- 
mary object of this form of insurance is to prevent destitution in 
consequence of a wage-earner’s death and the resulting economic 
dependence of the surviving family. Pauper burials are properly 
abhorred by all self-respecting wage-earners, and the insurance of 
a sum sufficient for burial expenses is, therefore, an essential neces- 
sity in the wage-earner’s life. Industrial insurance companies of 
to-day carry into effect one of the most primitive functions of 
society, the provision for decent burial of the dead. In the course of 
time their plans have been enlarged and improved, but as yet it has 
not been found feasible to provide, on this basis of voluntary insur- 
ance, for other contingencies in the wage-earner’s life, such as sick- 
ness, accident, invalidity, maternity, old age, and unemployment. 
There are, however, strong reasons for believing that in the course 
of tire some of these needs will be met through industrial insurance. 
During the period 1901-1911 the number of companies transacting 
industrial business increased from seventeen to thirty, the number 
of policies from 12,337,000 to 24,702,000, and the amount of insur- 
ance protection from $1,641,000,000 to $3,423,000,000. Since certain 
details regarding industrial insurance were given in another portion 
of this paper it is not necessary to restate the statistical facts of 
the business here, but the additional data given in the table on the 
following page will emphasize the magnitude and social importance 
of this form of insurance to American wage-earners at the present 
time. 
INDUSTRIAL-ORDINARY INSURANCE 

A most important fact disclosed by this table is the large amount 
of ordinary insurance in force with industrial life insurance com- 
panies. Most of this ordinary insurance is on the lives of wage- 
earners, in addition to industrial insurance, much of which was placed 
in infancy or early youth, and as such no doubt served the important 
purpose of developing the thrift function and increasing the 
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respect for insurance as an effective form of family protection. As 
shown by the table, the industrial companies in 1912 had 1,996,486 
ordinary policies in force, representing over two billion dollars of 
insurance protection. Another important fact disclosed by the table 
is the accumulated reserve on industrial business, amounting to 
$349,996,457. This accumulation, which, of course, is required 
for the ultimate fulfillment of outstanding policy obligations, is fre- 
quently overlooked by critics of industrial insurance, who merely 
compare the premium receipts with the payments to policy-holders 
in the form of claims or mortuary dividends, etc. 


SociAL JUSTICE AN ALTERNATIVE FOR COMPULSION 


The foregoing discussion of systems of wage-earners’ insurance 
is necessarily incomplete. The subject is so large and complex on 
one hand, and so technical on the other, that it would be utterly 
impossible to do it justice in a brief outline, however carefully con- 
sidered, with regard to the practical utility of the facts stated or the 
conclusions advanced. It has been shown that as yet no definite 
plan of general application has been evolved, but as measured by 
magnitude and rate of growth the present system of industrial life 
insurance stands preeminent as a thrift institution for American 
wage-earners of the present day. The insecurity of so-called 
fraternal insurance constitutes a serious risk for the future, but 
the tendency is fortunately in the direction of better state super- 
vision on one hand, and of more adequate rates, with a due regard 
to technical insurance requirements, on the other. The business of 
sickness insurance is in course of development, but as yet the results 
obtained are wholly disproportionate to the inherent necessity for a 
sound and universal plan, which no doubt will be developed in due 
course of time. The most gratifying fact in the present situation 
as it presents itself to the impartial student of methods of wage- 
earners’ insurance is the increasing development and far-reaching 
utility of employers’ welfare institutions, established primarily for 
the purpose of providing for contingencies that would otherwise 
require more or less costly methods of voluntary insurance. Evi- 
dently, to the extent that the needs of wage-earners arising out of 
the ever-present contingencies of sickness, invalidity, old age and 
death are supplemented by the voluntary action of broad-minded 


228 American Labor Legislation Review 


employers in response to a sound sense of social justice, limited 
to minimum requirements and restrained by the duty not to dis- 
courage the development of voluntary habits of saving and insurance, 
the possible need for social or compulsory insurance is successfully 
met by the much more to be desired cooperation of employers and 
employees, and by the attainment of a higher standard of life and 
economic wellbeing among our wage-earners, who can thus provide 
for their own needs, at their own cost, and in their own way. 


GENERAL DISCUSSION 


Wititiam Harp, Lditorial Staff, Everybodys Magazine: Mr. 
Devine, besides adding his reputation and authority to the strongest 
arguments of the opponents of “mothers’ pensions”, takes the 
worst and weakest arguments advanced on behalf of “mothers’ 
pensions” by unacademic enthusiasts and stabs them to the heart, 
thereby illustrating the truth of John Masefield’s couplet in The 
Everlasting Mercy, at the end of the colloquy between the clergy- 
men and Saul Kane: 

For while the Plough tips round the Pole, 
The trained mind outs the upright soul. 

What is it more than trained-mind athletics for Mr. Devine to 
“sharply challenge” “mothers’ pensions” because they have “no 
claim to the name of pension’? One might as well “sharply 
challenge” a prickly pear because it isn’t a pear. Some unacademic 
enthusiastic upright soul called it a pear because it happened to 
remind him of a pear, though it is really a cactus-berry. It makes a 
distinguished salad just the same. 

To object to a thing because it has the wrong title is just word- 
chopping. And it isn’t much more than word-chopping to say, 
further, as Mr. Devine does say, that a grand objection to “mothers’ 
pensions” is that they are “not in harmony with the principles of 
social insurance”. 

If anybody claimed that “mothers’ pensions” are in harmony with 
the principles of social insurance, or that “mothers’ pensions” are or 
should be a substitute for social insurance, or for any part thereof, 
I am not bound to defend him any more than Mr. Devine is bound 
to defend every intellectual vagary of every charity worker in the 
United States. 

The relation between “mothers’ pensions” and social insurance 
is, I submit, quite different. We are talking in an age and in a 
country in which social insurance, as a system, does not exist. 

Here is a mother. She has small children. It is desirable that 
she should be able to give herself and a home to those lies 
no matter what may happen to their father. 

Think of the varieties of social insurance needed before that ideal 
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can be established. There must be insurance against industrial 
accidents. We are barely started on that. Then there must be 
insurance against accidents that are not industrial, against acci- 
dents that are general. Then there must be insurance against 
occupational diseases. There must be insurance against disability 
from any disease. Then there must be insurance against death. 
Then there must be insurance against unemployment. Then, aside 
from insurance for the father, and on behalf of the mother herself, 
there must be maternity insurance with heavy benefits. 

How long will it take in, say, this state of Illinois, to instal all 
these forms of insurance? If they get installed within fifteen 
years in progressive states and within twenty-five years in unpro- 
gressive ones, we shall be doing well, considering that in Germany, 
after thirty years of legislation, certain parts of social insurance 
are not even now in operation and certain parts pay benefits so 
small as to be extremely incomplete when regarded as solutions 
of the problems toward which they are directed. 

It is now ten years since I wrote my first article, here in Chicago, 
in the Chicago Tribune, in favor of social insurance. Within my 
own opportunities, I have been, and am, as zealous for social insur- 
ance as Mr. Devine or as any other member of this conference. 
But we are not choosing between “mothers’ pensions” and social 
insurance. Social insurance, in any competent totality of operation, 
remains a future ideal. The mother with small children, obliged 
to leave those children in order to become a wage-earner or obliged 
to surrender them to an institution, remains a present fact. In the 
absence of social insurance, what are we going to do for her? 

In answer to this question, Mr. Devine might well have considered 
the reason of fact, rigorous and ineluctable, that led juvenile court 
judges like Porterfield in Kansas City, Wilbur in Los Angeles, 
Pinckney in Chicago and Neelen in Milwaukee to stretch out their 
hands toward “state funds for mothers”. They were not profane 
contemners of religious alms, of organized benevolence, of private 
relief. They did not say: “We hate to see all these widows being so 
well taken care of by private relief.’ They said: “We observe 
widows’ homes being undermined and shaken to pieces by poverty. 
We observe that this is happening in the face of long-continued 
efforts by private relief to prevent it. We observe that private 
relief, though it has for many years done its best to get money, 
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doesn’t get money enough. We know that the state has money 
enough. We will take the state’s money and rebuild the homes 
of those widows and of those children because, even if we don’t now 
know as much about domestic architecture as some of these private 
charity people do, we at least have the building materials and the 
duty lies on us to learn how to use them.” 

This year in Chicago the financial measure of the need for “state 
funds to mothers” will be seen in an expenditure of some $150,000. 
Mr. Carstens in his report to the Russell Sage Foundation on the 
Chicago system was willing to admit, after an examination which 
was far from friendly, that 81 per cent of the homes assisted were 
worthy of perpetuation and that the assistance given was not at all 
excessive. This assistance is going almost entirely to one class of 
case—the widow. Could private relief raise such a sum in addi- 
tion to its present budget? If it could, why didn’t,it do so, two 
years since, when the need was approximately the same as now? 

In Mr. Devine’s own city of New York a large number of mothers 
have some of their children in their homes and some of them in 
orphan asylums. These mothers are good enough to have the 
custody of children. They are too poor to have all of their own 
children in their own care. What message does private relief send 
to these children, these motherless children of living mothers? 

And what is private relief often driven to do even when the 
children are not in asylums? 

I have a letter from one of the New York private-charity societies 
in which it proposes, as a working plan for a widow’s family, that 
the widow, almost totally blind, shall work in a brush factory while 
her two young children, both sick (the blindness and the sickness 
each being emphasized in the letter) shall be left behind every day 
at home! 

Private charity is too puny for the task which confronts it. I 
know there was a time when it might have been better to let chil- 
dren go motherless and homeless than to commit the situation to 
public hands. That time is still with us, Mr. Devine seems to 
think; and for his opinion, though not for some of his arguments 
on this occasion, I have genuine deep respect. But I reflect that 
public hands have been growing stronger and more skillful, whether 
in a long-time or in a short-time view of their activities. Govern- 
ments once could not even undertake the management of mints 
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without debasing the coinage. Few persons would want private 
mints to-day. I can remember the time in this very city of Chicago. 
in this very matter of poverty, when the capable young man or 
woman who was willing to go into the county service was a rarity. 
I observe now that the last examinations for probation officers in 
the juvenile court drew scores of capable young men and women, 
a large number of whom were already in the service of the private 
charity societies. I see both increased efficiency and increased 
attractiveness in governmental employment. What the War De- 
partment has done in Panama constitutes a record which would 
have been impossible a generation ago. The public schools of 
American cities used to be filled with teachers placed there by influ- 
ence. Times have changed and, within but a few years, have brought 
civil service examinations. The people who said three generations 
ago “Let every father either pay for the education of his child or 
else send him to a private-charity school” are heard no longer. 
Government can learn to do anything which it ought to do. The 
fundamental question always is: “Is this thing a public function?” 
If it is, government can, must and will learn to do it. I earnestly 
believe that no other view of the case is sound historically or sound 
morally. 

I claim that the granting of money to mothers in the circumstances 
and for the purposes generally outlined in the so-called “mothers’ 
pension” laws is a public function and, further, a public function 
of a kind to be utterly segregated from public poor law outdoor 
relief. 

A “mother’s pension”, or, to speak more strictly, a “mother’s 
allowance”, is granted in return for services rendered. I ought to 
say for services being rendered. A woman may be a mother, ten 
times over, and she may be in the most desperate distress imaginable 
and yet she does not therefore become eligible to an allowance. 
The allowance is not at all to reward her for having become a 
mother nor is it primarily to cure her distress. If her children 
are dead or beyond a certain age and if she, accordingly, can be 
considered as an individual uncharged with the care of small chil- 
dren, she may starve. She is simply a person in distress. She is 
simply a case for relief. She does not come within the “mothers’ 
pension” field. The only time at which she can enter that field is 
when young children of her own body are in need of home care 
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and are about to lose that home care because of the lack of support 
from the natural bread-winner of the family. It is the children, 
and not the mother, who dictate the allowance, just as it is the 
children, and not the teacher, who dictate the public school appro- 
priation. The mother gets the allowance on a condition. The 
condition is that she earn it by providing home care for the chil- 
dren. Her personal distress may continue to be as acute as before 
but if she ceases to give the children that home care, the allowance 
ceases. Her personal distress may continue to be as acute as 
before but if the children come to the age of self-support, the 
allowance ceases. She gets the allowance for only such time as she 
renders services for it. She is not supported because a dependent. 
She is paid because an employee. And whose employee is she? 
To whom is she rendering services? I say to the community. It is 
the community that is profited by her having given home life to the 
children. It is the community, and only the community, that can 
pay her for her services in a mode befitting those services. 

If, as in Massachusetts, the “mothers’ pension” law is admin- 
istered by the overseers of the poor, and if the allowances to mothers 
are confounded with payments to paupers, the inner purpose of the 
“mothers’ pension” movement is completely frustrated. Not only 
are these conditional allowances to home-makers distinct from 
relief in purpose but, wherever that purpose has been understood, 
they are kept distinct from relief in operation. The reason for 
this is analogous to the reason why juvenile courts are kept apart, 
wherever possible, from other courts. A court is a court. Yes, 
but because we have adopted a different view of criminal behavior 
under certain special circumstances (namely, ‘circumstances of 
age) and because we have erected a special tribunal therefor, the 
boy who goes through the court called juvenile is not among his 
neighbors the branded boy he used to be and would be now on 
having gone through a court called criminal. The new recognition 
of his true standing and the new organ for expressing that recog- 
nition have segregated him from criminals forever. The recipients 
of “mothers’ pensions” should be, partially are, and increasingly will 
be, segregated from dependents. 

Private relief cannot accomplish this segregation. Its beneficiaries 
are dependents and they are all of them inevitably and irrevocably 
so regarded both by the charity visitors and by the neighbors, 
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A governmental organ, and a special non-relief governmental 
organ, is needed. The juvenile court has special claims in this 
respect. Mr. Devine says that the courts are over-burdened. In all 
other branches of human activity an increase in business can be 
met by an increase in the business force. This may turn out to be 
true with regard to courts. 

If Mr. Devine believes that mothers paid to maintain home life 
for their children and paid only while they are doing so are depen- 
dents and should be exhibited to the community as dependents, I 
make here no argument against his remanding them to private 
relief. To me and to millions of others they do not seem to be 
dependents at all. Their services seem to be genuine services. They 
seem to be public services. The paying for them seems to be a 
public function. Being a public function, I believe that it can be 
and will be efficiently discharged by public officers. And I claim 
further that this prophecy, this hope, has already been amply forti- 
fied by the operation of the “mother’s pension” system under Judge 
Pinckney in this city. 


G. W. Perkins, President, Cigar Makers’ International Union: 
The economic loss from preventable diseases, accidents, and the 
premature breaking down and slowing up of industrial workers, 
due to the terrific pace at which they are driven, is something appall- 
ing. It is estimated that the economic loss from tuberculosis, a 
social disease and preventable, is $1,000,000,000; and this is only 
one single disease out of the many from which industrial workers 
suffer. As a trade unionist I say we believe fundamentally and 
primarily in preventive measures that will safeguard and conserve 
human energy and human life, and that if these things were done 
the cost for insurance would be reduced to a comparatively negli- 
gible item. 

. With this clear understanding, I may say that I am in favor of 
insurance against industrial accidents, compensation for occupational 
diseases, old age pensions, and last but not least insurance against 
unemployment. I hold that society at large, which after all is the 
beneficiary of labor’s efforts, should bear its portion of the burden. 
I hold that of all forms of social insurance, insurance against un- 
employment is the most humane. Society at large has generally 
looked upon the man out of work as a vagrant and under the laws 
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of nearly all the states the unfortunate who is without employment 
is subject to arrest and imprisonment or banishment as a vagrant. 
The only country in the civilized world to recognize the misfortune 
of the man out of work is England, and that only recently. Some 
of the unions, particularly our own, have, however, paid out-of- 
work benefit for years. That we put the man out of work in the 
vagrant class is barbarously brutal and inhuman in the extreme, 
and is a terrific indictment against our boasted civilization. 

Heretofore society, or the law-making portion of society, has 
placed property rights above human rights. It is high time that a 
dormant public conscience should be aroused to a realization of 
the fact that in order to perpetuate the human race along enlight- 
ened, intelligent and fruitful lines, more and more consideration 
should be paid to the heaven-born human rights than to earthly- 
created property rights. 

Very often unthinking people speak flippantly of the so-called 
floating population. As a matter of fact this so-called floating popu- 
lation is of vast benefit to the balance of humanity. Some one must 
do the harvesting at the busy time in the summer months. Some 
one must harvest the ice at the proper time in the winter months. 
No one can work steadily at either one of these occupations, hence 
the necessity of a population that is willing to and does change from 
one occupation to another as season and necessity demand. If 
you and I will not harvest the crops or gather in the ice, both of 
which are necessary for our wellbeing, we ought to be made, by 
law if necessary, properly to safeguard and take care of those 
who do this. 

The Cigar Makers’ International Union, of which I am a member, 
has for years paid sick benefit, out-of-work benefit, death benefit, 
strike benefit and a traveling loan benefit. The statistics taken 
from our records show that an out-of-work benefit and sick benefit 
can be paid at a very small per capita cost. What is more, the’ 
records prove that our membership will work whenever given an 
opportunity to do so. During the panic of 1893-6, a period of 
extreme industrial and commercial stagnation, we paid as high 
as $175,000 out-of-work benefit in one year, at a per capita cost of 
$6.33, while in good times, during normal trade conditions, the 
per capita cost of the payment of out-of-work benefit has been as 
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low as $.47 per year. During the trying times of the industrial 
depression it cost the organization the beggarly sum of $6.33 per 
capita to furnish the absolutely necessary aid to the unfortunate 
unemployed members, and actually did more good than all 
other agencies combined. It kept the members from the poor 
house, and away from the county agents, and was a safety valve 
in those trying times. I hold that if it had not been for the trade 
unions, who partly cared for their membership, giving them a place 
in which to meet and discuss the situation, there would have 
been rioting, bloodshed and destruction of property to an appalling 
extent. In Chicago the only thing that kept the unorganized, home- 
less, out-of-work workers from indulging in rioting was the 
fortunate thing that there did not happen to be a leader to advise 
them and to lead the way. This is not an idle statement. The 
enormous crowd of homeless, desperate, unorganized workers who 
gathered on the lake front became such a menace that the mayor 
of Chicago prohibited them from meeting. 

The cost on society at large to discharge its moral, social and 
industrial obligations in this direction would be extremely small 
compared with the great benefit it would bestow upon the toiling 
masses. The payment of similar benefits, even though on a nig- 
gardly scale, in Germany has had the effect of greatly curtailing 
the emigration of the German workmen from that country. The 
payment of these benefits instils in the minds and hearts of the 
citizens a sense of security and develops a feeling of loyalty to 
the fatherland that should not be underestimated. 

Trade unions will continue to do their share of this work, but 
we feel that society at large, the great beneficiary, ought to carry its 
share. As a trade unionist I may say that we would also demand 
the right to handle that portion of the work which is concerned 
with the collection and payment of benefits to our own membership, 
thereby saving to the state in the administrative part of this work 
a great deal of money, which would under our plan go to the 
beneficiaries. One of the great troubles in Germany is that the 
cost of the administration of these benefits is out of all proportion 
to the amounts that actually go to the unfortunates. 

In the calendar year of 1912 the Cigar Makers’ International 
Union paid out in sick benefit $204,775.61, a per capita cost of 
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$4.32; in death benefit $261,910.21, a per capita cost of $5.40; in 
out-of-work benefit $42,911.05, a per capita cost of $1.06. It 
paid out in benefits of all kinds $555,356.84, a per capita cost of 
$11.10. It has paid out in benefits in thirty-three years 
$10,784,199.55. 

The unions affiliated with the American Federation of Labor 
paid out for the last fiscal year in benefits all told, exclusive of strike 
benefits, $2,757,162.62. 

The trade unions will continue to add to these benefits and 
continue their humane work along these lines regardless of whether 
or not society at large continues selfishly to disregard its share of 
the burden. 


KATHERINE CoMAN, Wellesley College: Is workingmen’s insur- 
ance only a new and glorified form of poor relief? 

Poor relief is accorded by the officials entrusted with its dispen- 
sation to persons and families judged to be in need, without regard 
to the causes of the necessitous condition. The recipients are 
registered as paupers and are thereby disqualified from voting and 
otherwise set in a class apart. It is of prime importance to dis- 
tinguish clearly between the relief provided by the community for 
its dependents, out of humanity and in the interest of public 
decency, and the projects for insuring wage-earners against the 
occasional incapacities incidental to their employment. 

The fact that workmen cannot, out of their regular wages, make 
provision for these emergencies should not degrade them to the 
rank of dependents. Under the existing competitive régime, only 
temporarily and for skilled workmen do earnings rise above the 
cost of subsistence. Every one of the investigations recently made 
into wages and the cost of living brings new evidence that the 
“iron law of wages” still holds sway for the unskilled men and 
women who form the bulk of the industrial army. Rare is the 
workman, however thrifty and farseeing, who can provide in 
advance for the hazards of his calling, much less for the ordinary 
risks of sickness and death and for the subsequent maintenance 
of his wife and children. A system that will enable him to do so 
is not merely a wise precaution against increase in the number of the 
submerged, it is a measure of industrial justice. Provision for the 
necessaries of life—food, clothing, shelter, the stock expenditures 
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of poor relief,—the workman should be in a way to make for 
himself and his family, otherwise his status as a self-supporting 
wage-earner is lost. But security against the extraordinary 
hazards of his occupation may be provided without degradation. 
Insurance is a collective provision for the disasters to which the 
resources of the individual workman are unequal. 

To guard against the demoralizing imputation of poor relief, the 
following principles may be laid down: 

(1) Any scheme of workingmen’s insurance should be universal, 
ie, open to all classes of wage-earners,—miners, operatives, agri- 
cultural laborers, home-workers,—alike. 

(2) It should be obligatory upon all wage-earners. Salaried 
employees may be left to make other provision for the slighten 
hazards of their occupations; but the fact, everywhere observed, that 
the most needy are the last to insure themselves voluntarily, ren- 
ders this requirement an indispensable substitute for thrift. 

(3) Insurance should cover all forms of disability,—industrial 
accidents, occupational diseases, unemployment, sickness, old age, 
and should provide suitable care for widows and orphans. Our 
legislators would save time and money, and’ the even more costly 
wastes of class misunderstanding, if they would consent to profit 
by the experience of European nations and inaugurate a complete 
system such as that experience justifies. 

(4) Workingmen’s insurance should always be contributory. The 
employer should contribute because wages do not often represent 
labor’s full contribution to the product, and some portion of profits 
may be justly regarded as due the workmen. If that is thought 
too Socialistic an argument, a second and non-controverted reason 
for the employer’s contribution is this, that the wear and tear of 
labor under modern industrial conditions ought to be reckoned as 
one of the costs of production and paid for as such. The em- 
ployee should contribute to the insurance fund because this “com- 
pulsory thrift” is essential to his self-respect, and because, otherwise, 
the employer is under strong temptation to reduce wages in pro- 
portion to his forced payment on this‘account. Where the employer 
is required to make the initial payment for himself and his employees 
in the form of a stamped record, the amount deducted from the 
pay envelopes on account of the employees’ contribution becomes 
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evident, and the docking of wages is less plausible, even where 
not prohibited under penalty. A third party, the community, should 
subsidize workingmen’s insurance because there is no better means 
of maintaining the integrity of the working class, the indispensable 
basis of all industry. 

(5) Finally, every wise system of workingmen’s insurance is in 
full and free cooperation with the mutual aid societies and trade 
unions organized by the wage-earners. Such cooperation utilizes 
the sense of brotherhood developed by these associations and so 
difficuit to arouse for any benevolence of the so-called upper classes. 
Personal knowledge of the applicants, which is available in such 
associations, is the most effective defense against all forms of malin- 
gering. The consciousness of responsibility for at least a portion 
of the funds will be the most cogent argument against demands 
for unreasonable extension of benefits. 

The Danish old age pension law was enacted with the express 
intention of distinguishing between the pauper and the workman 
overtaken by misfortune. Under this wise law a pensioner, in 
addition to proving an insufficient income, must show that he has 
not a criminal record, that he has not been in receipt of poor relief 
‘for the ten years previous to his application, and that he has not 
incurred the scandal of drunkenness or immorality. Recent amend- 
ments to the British old age pension act have unfortunately re- 
moved similar proscriptions and brought that much-debated piece 
of legislation fairly: under suspicion of being merely an extension 
of the poor law. 


LEE W. Squirr, Philadelphia: Three things must impress us 
as we approach the problem of old age insurance. 

(1) The volume of the distress incident to dependent old age. 
Take all the present inhabitants out of Buffalo, Cleveland, Cincin- 
nati, Detroit, Milwaukee and St. Louis, discover that you could use 
all those cities for the housing of the people in this country above 
sixty years of age who are now supported by charity, and you get 
some conception of the volume of this distress,—2,700,000 persons 
whose support costs $250,000,000 a year. One person in every 
eighteen of the population under sixty in this country is facing old 
age dependency. 

(2) The inadequacy of the efforts for the relief of this distress. 
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Of the one hundred and eighty-two fraternal insurance societies, 
some forty promise old age disability benefits for members reaching 
age seventy. Ten federated labor unions promise superannuation 
benefits and are now disbursing on this account about $250,000 
annually. Less than 1 per cent of all the corporations in this coun- 
try have adopted any retirement benefit plan for employees. What 
few municipal pension schemes have been devised rest upon, in the 
main, unstable and unbusiness-like foundations; and some of these 
funds are approaching bankruptcy. Beyond question the great mass 
of the indigent old are supported by private and public indoor and 
outdoor relief. 

(3) The necessity of providing adequate and nation-wide plans 
for the prevention of old age dependency is apparent to all. Massa- 
chusetts and Wisconsin are experimenting with state insurance or 
annuity schemes, with what success it is too early yet to predict; 
though if in five years only ninety annuity policies have been issued 
by the savings banks in Massachusetts, the query arises: How 
many years will it be before every wage-earner in that state will 
have such a policy? Life insurance companies are urging their 
annuity policies upon public attention, especially those providing 
monthly incomes; and a few such companies have arranged pre- 
miums payable monthly at a much lower rate than the premiums 
on similar policies on the industrial plan. The live agent is over- 
coming the old objection to old age insurance, viz., “I’ll never live 
that long”, by showing that sixty-five per cent of all people living 
at age twenty-five will still be living at age sixty, and that sixty- 
three per cent of all living at forty will still be living at sixty-five; 
and that the expectation of human life is gradually increasing. 

Notwithstanding these opportunities offered by two states and 
by life insurance companies for the purchase of a competence for 
old age, the fact still remains that there are literally millions 
of wage-earners who either are not able or not willing to make 
provision against old age dependency. What shall be done for 
these? is the serious problem of a conference like this. The com- 
munity must assume the burden of the support of the poor, and 
especially the aged poor, no matter what may be the cause of 
their poverty. 

The German system of compulsory assisted pensions is not 
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altogether satisfactory, the general plaint among working people 
being that the deductions from their wages are in the nature of 
a tax and that the pension provided is just a little too much to die 
on and not quite enough to live on. Such compulsory insurance in 
this country will be difficult, if not impossible. In countries like 
England and the United States, law is the crystalization of popular 
sentiment; and the popular sentiment in America to-day is in favor 
of governmental pensions for the worn out aged members in the 
industrial army of the nation. 

The opponents of such pensions in England urged that the finan- 
cial burden would be excessive; that the system would disinte- 
grate the home; that it would hinder thrift; that it would not 
reduce the volume of present poor relief, etc., etc.: but the mother- 
land, following the example of its Australasian colonies, adopted 
the system of non-contributory pensions for old age; and the 
sentiment in this country, especially in our congested industrial 
centers, is rapidly driving to the establishment of a similar system 
here. 


JorL D, Hunter, Chief Probation Officer, Juvenile Court of; 
Cook County, Illinios: During the past two years several of the 
state legislatures have been ready to pass measures for social better- 
ment. This is proven by the fact that during that period, mother’s 
pension laws have been enacted in about fifteen states. If this 
conference on social insurance had been held five or ten years ago 
and a definite plan adopted at that time, there might be to-day 
fifteen states with social insurance laws instead of with mothers’ 
pension laws. 

While the advocates of social insurance were inactive, people 
untrained in the highest forms of relief have aroused a public 
interest in and a public demand for mothers’ pensions which has 
resulted in the passage of such laws in several states and their con- 
sideration in many others. This conference must recognize things 
as they are as well as theorize about things as they ought to 
be. I believe thoroughly that the different states of the union 
ought to adopt the measures for sickness, unemployment, and old 
age insurance which have been suggested at this conference. I 
believe that the adoption of these laws is the ultimate goal toward 
which we should strive. That is effort for future betterment. The 


242 American Labor Legislation Review 


present situation is one which does not please us. I do not believe 
in the administration of mother’s pension laws by the judicial branch 
of the government. I also feel that the situation could have been 
handled so that such laws would never have been necessary. But 
we have them. One reason for their existence is the inactivity of 
the advocates of social insurance. Having them, I am sure that a 
great deal of good can be accomplished through their efficient 
administration as they now stand on our statute books. I feel 
that it is the duty of the various organizations represented in this 
conference to assist in this proper administration, until the mother’s 
pension laws are made unnecessary by the enactment of the proper 
measures for social insurance. 


I. M. Rusinow, New York: It seems a pity that Professor Bald- 
win elected to defend a very good cause by some very weak argu- 
ments. A good deal may be said in defense of contributory insurance 
as against a straight pension system. Old age pensions, are, after all, 
but a dignified form of poor relief. They always demand evidence 
of poverty, they always remain on the margin of what the Germans 
call the Existenz-minimum, while the principle of contributory 
insurance permits of much wider application. 

But the arguments of Professor Baldwin against straight old age 
pensions are, if true, applicable with equal force to contributory 
insurance or to any other method of old age provision. Take the 
argument of filial affection. The Massachusetts commission on old 
age pensions has discovered a new sociological theory of the family 
—that it exists for the support of the older generation, I always 
thought the function of the family was the rearing of the young. 
But the statistical data collected by the commission has shown that 
a good many dependent aged have no children. Not everybody in 
Massachusetts marries, and those who do marry do not always 
have children, and often the children (again according to the com- 
mission’s statistics) are unable to yield the necessary aid. More- 
over, if an old age pension destroys the sense of filial obligation 
and love, why should not a pension purchased on the contributory 
plan, why should not personal savings, or anything that prevents 
the parents from becoming a burden, have the same effect? 

It is further argued that a straight old age pension system will 
depress wages, from which otherwise provision for old age must be 
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made. I know of no theory of wages that would make the neces- 
sary provision for old age a part of the payment for labor. If 
old age provision were taken into account in wages, how does it 
happen that in all countries where old age pensions were estab- 
lished from 25 per cent to 50 per cent of all aged persons are 
found to be without means of support? Where is that part of 
wages, which was intended to pay for old age provision? Was it all 
spent in riotous living? Does the standard of living of the modern 
wage worker justify this conclusion? 

And finally, it is charged that straight pensions will destroy 
thrift. But is that charge justified? In so far as accumulation of 
capital is necessary, thrift is necessary; but thrift is a social 
function. Saving should come from the social surplus; thrift 
may be practised by those to whom the social surplus at present 
goes. I challenge anyone to produce a single investigation of work- 
ingmen’s budgets which has demonstrated the presence of a normal 
surplus in the average workingman’s family. To preach thrift 
under such circumstances is to preach reduction of standards. 

Contributory old age insurance has its own advantages. But 
after all it is quite obvious that it takes from twenty-five to thirty 
years for these advantages to work themselves out. Such insurance 
offers nothing toward an immediate solution of the old age problem. 
As a matter of fact, both the German and the French old age 
insurance systems have admitted that, and during the first ten 
years or so they are practically straight old age pension systems. 

There is nothing mutually contradictory between the two systems. 
France established one in 1907 and the other in 1912, one to meet 
the immediate problem, the other to build for the future. There 
is the real lesson of European experience. 

Professor Baldwin speaks of both as necessary evils and endeavors 
to select the lesser of the two. When I see a world-wide movement 
for extension of social activity so as to supplant individual re- 
sponsibility for old age provision, I refuse to consider the movement 
a necessary evil. My view of social evolution prevents me from 
adopting a pessimistic view of coming and inevitable social changes. 
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I take it for granted that in asking me to speak upon the subject 
of compulsory state insurance the organizers of this First American 
Conference on Social Insurance had in mind the plan embodied in the 
Ohio workmen’s compensation law, commonly known as the Green 
law. I will endeavor, therefore, to point out to you what I believe 
to be the advantages of that plan. 

Strictly speaking, the Ohio plan should be called a mutual insur- 
ance plan administered by and at the expense of the state. 

The law provides that each separate class of industry shall 
bear the burden of cost of its own industrial accidents. But instead 
of leaving the separate classes in isolated groups, with no bond of 
unity to inspire confidence and to give reinforcement in times of 
stress, the Ohio law links all the separate groups together into one 
great mutual insurance association. 

Under the Ohio plan the premium rate for each class of industry 
is based upon its own accident experience; but the employers of 
each and every class pay their premiums into one insurance fund. 
This plan gives the employers of each class all the advantages of 
the ordinary mutual association; but, in addition to that, it gives 
the various groups the advantage of a big fund to protect them 
against the embarrassment of catastrophe losses. This means a 
great deal to the smaller groups. It does not mean that any portion 
of the burden of cost of one group shall be thrown upon the other 
groups. It does mean, however, that the cost of catastrophe losses 
is distributed over a period of time in a manner and to an extent 
which would be impossible if each group were in an isolated mutual 
association. This saves employers from the hardship of having 
to meet extraordinary costs immediately; and it protects employees 
and their dependents against delay or failure to pay compensation 
through the financial embarrassment of the employer. 
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In most of the states where the question of workmen’s compensa- 
tion has been taken up we have found the representatives of in- 
surance companies advocating the so-called competitive plan of 
insurance. This plan is supposed to give the employer his choice of 
four options; namely, (1) carrying his own risk by furnishing 
whatever bond or security the law may require; (2) insuring his 
risk with any insurance company authorized to do business in the 
state; (3) uniting with other employers to form a mutual insur- 
ance company; (4) paying into a state insurance fund such pre- 
miums as may be fixed by the insurance commissioner for the 
carrying of his risk. 

It is plausibly argued that if opportunity is given to each of these 
options competition will demonstrate which of the four is best. 
This plan is as sensible as it would be to harness four horses 
together to find out what speed each horse was capable of. The 
fastest horse would undoubtedly come under the wire first, but in 
his efforts to make the greatest speed we would find that he was 
compelled to expend a great deal of energy that could have been 
saved if he had not been hampered by the burdensome competition 
of the slower horses. 

Under the plan adopted in Ohio it is not necessary for the state 
to expend one dollar for the soliciting of insurance. According 
to the testimony given by the insurance men themselves, before 
the Ohio senate committee, between five and six thousand men 
are employed by liability insurance companies in the state of Ohio 
alone. If the insurance companies were permitted to write com- 
pensation insurance under a compulsory law they would probably 
increase the number of their employees. 

Now, if the state is to enter the competitive insurance field at 
all you will agree with me that it should go into it in a business- 
like manner with a force and an equipment equal to any of its 
competitors’. If, then, the state of Ohio should enter into a 
competitive fight with six thousand or more insurance men it is 
not unreasonable to say that the state should have six hundred men, 
at least, to compete with the insurance companies’ six thousand. 
This would mean that in order to carry on the competitive fight 
the state would have to incur the unnecessary cost of the salaries 
and expenses of six hundred men. It would mean also, as long 
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as this condition continued, that the employers of Ohio who dealt 
with insurance companies, in addition to paying the necessary 
amount of compensation to employees and their dependents, would 
have to pay the unnecessary cost of the salaries and expenses of 
these six thousand insurance men. 

In this competitive race there is no doubt but that the state insur- 
ance plan would lead. But, like the horse which was compelled to 
expend a great amount of unnecessary energy to overcome the 
burdensome competition of the slower horses, the state would be 
compelled to expend a great amount of unnecessary money to over- 
come the burdensome competition of the insurance companies. 

Let no one be so foolish as to think that if the state is able to 
give lower rates and better service than the insurance companies it 
will not be necessary for the state to have a force of men in the 
field. Past experience in Ohio has demonstrated that it would 
keep six hundred men very busy to correct the misrepresenta- 
tions and overcome the prejudice created by six thousand insurance 
men. 

Another thing to be borne in mind is that until other states have 
laws similar to that of Ohio the insurance companies, in their 
efforts to make a failure of the state plan, could adopt Standard 
Oil methods and insure the employers of Ohio at inadequate rates 
and make up the difference in the premiums they charged the 
employers of Michigan and other states until such time as they 
had eliminated state competition in Ohio. 

One of the principal objects in changing from employers’ 
liability to workmen’s compensation is to cut out the “waste”— 
the unnecessary cost of litigation and the useless cost of insurance 
that fail to protect or to compensate the victims of industrial 
accidents. If, in the elimination of this “waste”, we must stop 
at the point where we interfere with the insurance man’s business, 
there is just as much’ reason why we should stop where we 
interfere with the lawyer’s business. The service of one is no 
more necessary than the service of the other. The best solution 
of the problem is to eliminate both. 

It may be said that the chief object of a workmen’s compensation 
law is to reduce industrial accidents to a minimum. Both human- 
ity and economy urge this. The Ohio law gives a special incentive 
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in this direction. After classifying employments with respect to 
their degree of hazard and fixing the premium rates of the various 
classes, the law provides that the premium rate of the individual 
employer in each class shall be fixed according to his own industrial 
accident experience, the employer having the smallest number of 
accidents getting the lowest rate and employers with a greater num- 
ber of accidents paying higher rates in proportion to the number 
of their accidents. If the employer who pays the highest rate 
sufficiently reduces the number of his accidents he gets the lowest 
rate. 

In rating employers under this plan an annual average of thelr 
last three years’ experience is taken as a basis. After the em- 
ployer’s risk has been carried one year by the state insurance fund 
his rate is based on the accident experience he has had since coming 
under the compensation law. 

On account of this feature of the insurance plan, one of the 
biggest manufacturing corporations in the state, before making 
its first premium payment into the state insurance fund, decided 
to overhaul its plant and make all possible improvements for the 
safety of its employees. Its first premium rate was based on an 
accident experience of forty accidents per hundred thousand dol- 
lars of payroll. In the nine months that this concern has been 
under the compensation law its accident experience shows twelve 
accidents per hundred thousand dollars of payroll, 

Based on its initial experience the annual premium of this con- 
cern amounts to more than $26,000. If its experience continues as 
it has been for the past nine months its annual premium will 
in future be less than $10,000,—to say nothing of the saving of 
life and limb to the employees. 

In citing this illustration I recognize that, until we have had 
two or three years’ experience, it would not be judicious on my 
part to claim that the law will produce like results in all cases. 
But the illustration shows that the tendency of the plan is to create 
the greatest incentive and to bring about the greatest possible 
care, on the part of the employer, to prevent industrial accidents. 

It seems to be universally admitted that Germany has had better 
success in the line of workmen’s compensation insurance than any 
other nation. 
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The chief criticism hurled at the German plan by its opponents 
is that it has developed a condition under which claims are very 
often decided in favor of injured workers and dependents of 
deceased workers through sympathy or because of political rea- 
sons, rather than upon the merits of the claims. It is charged that 
because of this alleged abuse the cost of industrial accidents has 
been much greater than it should have been. 

Critical opponents have made the charge that this same abuse is 
sure to develop under the Ohio plan. In this respect I want to 
call your attention to one important feature in which the Ohio plan 
differs from the German plan. 

The body of men that decides disputed claims under the German 
system is not the same body that is responsible for the collection 
of the money with which to pay those claims. Under the German 
plan one body of men is held responsible for the collection and 
maintenance of the insurance fund, and a separate and distinct 
body is authorized to say how much shall be paid out of the insur- 
ance fund for disputed compensation claims. 

Under the Ohio plan the body which decides the claims for 
compensation is the same body that is held responsible for the 
collection and maintenance of the insurance fund from which the 
claims are paid. If, through sympathy, political influence, or any 
other reason, these men should abuse their power and allow com- 
pensation in cases where the merits of the claims did not justify 
their so doing, they would have to meet the employers at the other 
end on the matter of higher premium rates. 

Which system do you think is more likely to produce honest, 
efficient and economical administration and to prevent the growth 
of the abuse complained of above—a system that divides the 
responsibility, imposing upon one body of men authority to spend 
money and upon another body the burden of raising the neces- 
sary amount, or a system that concentrates the responsibility, 
making the same body of men responsible for the raising as well 
as for the spending of the money? 

What is here said about this particular feature of the Ger- 
man law, as compared with the Ohio law, applies with equal 
force to the so-called option of state insurance provided in the 
laws of Michigan and a few other states. 
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In conclusion, let me remind you that the object of the state in 
enacting a workmen’s compensation law is to make provision 
whereby each and every victim of industrial accident shall receive 
reasonable compensation with the least possible delay, inconven- 
ience and expense, and at the lowest possible cost to employers 
and the state. 

I believe that the Ohio plan is the best adapted to accomplish 
this end because it eliminates all “waste”. Furthermore, it provides 
that all data as to cause, nature, extent, cost, etc., of industrial 
accidents shall be concentrated under one department, so that the 
best possible use can be made of this combined data in working 
out the problem scientifically, 


ADVANTAGES OF CASUALTY COMPANY INSURANCE 


P. TECUMSEH SHERMAN 
Attorney, New York City 


I have been invited to present to you the reasons why the casualty 
insurance companies should be permitted to sell insurance under 
workmen’s compensation laws. That, however, is only one deduc- 
tion from the broad thesis that I have long maintained, which is 
that the state should by law interfere with the natural liberty of 
an employer to insure his liability for compensation as his own 
judgment may decide no further than is necessary to secure the 
rights of injured workmen. 

I believe that we should aim to build up a broad system of social 
insurance covering sickness and old age, in some features of which 
state insurance may be advisable. And I am so far opposed to the 
ideas of laissez-faire that I believe that it is the paternal duty of 
the state to lend its assistance in such matters, as far as expedient. 
But when it comes to compensation for occupational injuries it is 
my belief that it is sufficient to substitute employers’ liability for 
compensation in the place of employers’ liability for negli- 
gence, and to regulate the insurance of such liability so that 
it shall operate to assure employees as well as employers—as in 
the recent acts of Minnesota and Nebraska. Perhaps for the protec- 
tion of employees it may be expedient by law to require employers 
to insure or otherwise secure the payment of their compensation 
liabilities—as in the acts of Michigan, Iowa and Massachusetts. 
But the sole requisites of such insurance for the workmen’s wel- 
fare are that it shall operate for their protection and that it 
shall be sound. All other qualities of the insurance are 
the employers’ concern. And I contend that employers as a 
class are most competent to decide for themselves what particular 
methods of insurance they shall resort to, and that it is an instance 
of presumptuous supererogation for the general public, in dense 
ignorance of the merits of the technical questions involved, to 
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seek by law to decide a priori for employers how they shall handle 
this branch of their businesses. 

In the short time allotted to me I can only touch upon some of 
the principal points affecting the merits of this question—for to 
present them adequately would take not only hours but days. 

We may first eliminate from the discussion those large concerns 
which are amply able to carry their own risks. Under no system 
should they be required to insure; for their liability for compensa- 
tion is itself insurance of their employees, and to compel them to 
pay for further insurance would in effect amount to compelling 
economic waste. 

Other employers will have to or may be required by law to 
insure. For them three general methods of insurance are practi- 
cable—namely, insurance in casualty companies, in mutual associa- 
tions and in state-managed funds or offices. 

Taking up these three methods of insurance in order: 


CASUALTY COMPANY INSURANCE 


Casualty company insurance is the safest and most convenient 
for employers. It furnishes complete indemnity at fairly differen- 
tiated level rates, may readily be combined with insurance of other 
liabilities, and carries with it expert inspection of boilers, elevators, 
machinery, etc. It is true that competition is a necessary incident 
to this form of insurance, with the consequent expense of agents’ 
and brokers’ commissions, and that its other expenses of adminis- 
tration are relatively high. But the relative savings in cost of 
administration under mutual or monopolistic state insurance, for 
anything like an equivalent service, are very much exaggerated,—so 
much so, in fact that really it is a debatable question whether on 
the average and in the long run stock company insurance is not 
about as cheap as any other method of insurance, besides being 
in other respects the most desirable. This method of insurance pre- 
vails in Great Britain and its colonies and in France, Belgium, Den- 
mark, Finland, Russia and Spain, is holding some ground against 
heavily subsidized state insurance offices in Holland and Italy, is 
slowly gaining ground against fair competition from a state office 
in New Zealand, and is resorted to in Germany to cover the 
gaps in the compulsory mutual insurance. In America it offers the 
advantage of being already established; and to reject it now would 
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entail the destruction of all existing facilities for insurance and 
the hurried creation of untried organizations in their place. 


Murvuat INSURANCE 


Mutual insurance is of so many kinds and conditions that it is 
difficult to discuss it concisely. In my opinion self-managed trade 
mutual insurance is one of the best methods of insurance from the 
standpoints. of cheapness and accident prevention. But a mutual 
association must be large and widely extended, otherwise there is 
insufficient risk distribution and consequently reinsurance at extra 
expense becomes a vital necessity. And mutual insurance turns 
employers into insurers—in other words, it engages them in a 
highly technical business aside from their regular businesses, which 
side business can be managed cheaply only upon condition that the 
employers contribute their services freely for that purpose, and 
can be successful only upon condition that it is operated by em- 
ployers with the skill and expertness of specialists in insurance. 
Consequently we find that many mutual associations, although or- 
ganized upon the best models, fail disastrously; and that in Ger- 
many, the land of employers’ mutuals, the State Insurance Office is 
continuously flooded with applications to be let out of unsuccessful 
associations. Consider that about 38,000 persons, largely unpaid, 
are engaged in the management of the accident insurance associa- 
tions in Germany—not counting the public officials and the managers 
of the sickness insurance societies, which latter administer the acci- 
dent cases for the first thirteen weeks—and you will perceive why 
I believe that the claim that accident insurance in Germany is 
managed on the mutual basis for 13 per cent of premiums is 
superlatively false. That 13 per cent includes only the cash cost, to 
which should be added the uncharged value of the services of thou- 
sands of persons before the true cost of administering the mutual 
insurance in Germany can be arrived at. If you should discharge 
your household servants and do your own housework, you would 
find that the cash cost of administering your households would be 
very much reduced. But probably it pays you better to use your time 
otherwise and to hire other persons to do that work for you. Ina 
similar way, a large proportion of employers rightly prefer to buy 
their insurance from those who make a business of providing it, 
rather than to conduct the business of insuring themselves—with all 
its inconveniences and risks. 
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Finally, mutual insurance engages employers in a partnership of 
losses. Under such conditions the character of one’s partners be- 
comes of vital importance to the individual employer, and he should 
have the right to choose his own partners. Any system of compul- 
sory mutual insurance under which the individual employer is as- 
signed by political officials to a group of partners of their choice 
frequently works a hardship that should not be tolerated. To the 
argument that such a practice works satisfactorily in Germany my 
answer is, Then why the everlasting appeals in Germany for transfers 
from one association to another? Of course, the big firms with 
political influence, like the Krupps, are satisfied, because their asso- 
ciations or sections have been framed to suit them. But the smaller 
German employers, although accustomed for generations to being 
state-managed, are squirming and wriggling and appealing from the 
effect of this feature of their law. 

So far I have discussed mutual insurance in trade associations 
only. Where many trades are united in one association, the more 
serious abuses and dangers of the Austrian system are encountered. 

Consequently, the conclusion seems to me to be that large volun- 
tary trade mutual associations, provided full reserves are carried, 
offer many superlative advantages, to be attained, however, only 
at the price of considerable risk and effort. 


STATE INSURANCE 


State insurance of compensation for occupational injuries has long 
been tried abroad—with a monopoly in Norway and in competition 
in Sweden, Holland, Italy and New Zealand (not to mention the 
trifling experiment in France). In none of those countries has it 
demonstrated its relative cheapness in the long run—although in 
Norway it makes a show of cheapness in the single item of cost 
of administration. And nowhere is it satisfactory in other respects 
to employers, particularly to the better classes of employers. In 
fact, the antagonism of the better classes of employers—i.e., those 
with well equipped and well conducted plants—characterizes state- 
managed insurance everywhere. Where they are in competition 
with other methods of insurance, the state insurance offices of 
Europe have become the particular resorts of the bad risks, so that 
they are generally run at a loss and have to be bolstered up by 
heavy subsidies and legal favors—while their private competitors are 
taxed. There are various excuses offered for this universal failure 
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of state-managed insurance in the final test of competition; but 
really it demonstrates that the management of insurance by public 
officials is everywhere inferior and defective. Regarding the Euro- 
pean situation as a whole, I can discover but little advocacy of state 
insurance except on the part of the Socialists, who seek it as an 
entering wedge to eventual collective control and operation of 
industries by the state. 

On this occasion I purposely refrain from discussing our American 
experiments in this line. Our state insurance laws differ from 
their European prototypes in that they provide, not for indemnity 
insurance to be sold by the state, but for state-managed mutual insur- 
ance, whereunder the employer is not really insured but rather is 
made a co-insurer with his associates of their joint liabilities—with- 
out voice in the management of the insurance or in the adjustment 
of claims. Experience under these crude schemes has been brief 
and as yet is imperfectly reported. While I have no hesitation in 
predicting disastrous consequences from them, yet I will not enter 
now into a discussion of the conflicting claims as to their results 
to date. Although one or two ventures in state insurance in this 
country may be useful as instructive laboratory experiments, yet 
in view of the unfavorable foreign experience with better framed 
state insurance laws, better administered, it would be the height of 
folly to insist on simultaneous experiments in this doubtful line in 
many of our great industrial states. 

There is just one excuse for the injection of state-managed insur- 
ance into this natural field of private enterprise, and that is to 
promote competition and to prevent all possibility of monopoly or 
quasi-monopoly in certain lines of insurance by private insurers. 
But with us generally state insurance is advocated not to serve as a 
factor in competition, but as a monopoly; and it is actually estab- 
lished in Washington as a complete monopoly and in Ohio as a 
near-monopoly. Such monopolies are menaces to industry. For 
while monopoly has the theoretical advantage of eliminating the 
expenses of competition, yet that item of saving is more than offset 
in such cases by the higher expenses of public service as compared 
with private service; and that leaves the inherent evils and abuses 
of monopoly with no advantage to offset them. Why should the 
public—why should we—philanthropists, college professors, law- 
yers, doctors, etc., etc.,—in our superior wisdom—which is sarcasm 
for our comparative ignorance—seek to prescribe for employers 
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and to tell them by law that for their own interests, as ignorant 
wards of the state, they may not insure in certain ways or must 
insure in a certain other way? Surely if we should simply provide 
by law for all sound methods of insurance that would protect em- 
ployees, and then should leave employers free to learn for them- 
selves by experience which of those methods are the best for their 
particular wants, they would arrive at better practices than we 
can now prescribe for them in advance. If it be objected that casualty 
company insurance has already been tried and found wanting, my 
answer is that it has not been so tried and found wanting under 
well framed compensation laws. The waste, evils and abuses of 
insurance under our old law of negligence were due principally to 
that law itself, and not to the methods of insurance thereunder. 
That casualty company insurance when tried under compensation 
laws is generally considered to escape those abuses is shown by the 
testimony of Messrs. Gill and Clynes, Labor Members of Parlia- 
ment, before the New York Commission on Employers’ Liability, in 
1910, and by our own briefer experience under the laws of Massa- 
chusetts, Michigan and New Jersey. 

In my opinion, free competition between all sound methods of 
insurance, subject to reasonable and equal state regulations—under 
which regulations all insurers would be required to maintain re- 
serves sufficient to cover all their outstanding liabilities—is the 
best régime of insurance;—far the best for employers, among the 
best for accident prevention, and practically equal to any in the 
security provided to workmen. Under the test of fair competition 
I believe that trade mutual associations and casualty companies 
would eventually divide the field, as in Great Britain; and that all 
state-managed insurance would on its merits be relegated far to 
the rear. That, however, is merely a personal opinion. But I may 
rightly insist that the most that the advocates of state insurance can 
reasonably demand is that it shall be provided for by law and given 
a fair field in competition ;—and the same as to mutual insurance. 
And when the advocates of state insurance and of compulsory 
mutual insurance respectively demand that their favorite method 
of insurance shall be given a monopoly, be made compulsory and 
be subsidized by taxation, they are seeking to avoid a fair test, and 
are asking for an unreasonable experiment with other people’s 
property and welfare. Neither experience, reason nor necessity 
justifies any such rash form of politico-economic gambling. 


SUPERIORITY OF COMPULSORY MUTUAL INSURANCE 


Mites M. Dawson 
Attorney and Consulting Actuary, New York City 


Out of the maze of methods of providing insurance for distrib- 
uting the cost of workmen’s compensation for industrial accidents 
and for securing the payment of the same, three clearly defined 
methods stand forth. These may be discussed, first, as if it were 
not possible to utilize two or more of them; and, second, as to 
whether or not there are advantages in permitting two or more 
of them to be utilized. These three methods are: 

1. Stock companies furnishing insurance for profit. 

2. Mutual funds under the management of the employers con- 
tributing thereto. 

3. A fund controlled, invested and disbursed by public officers 
appointed or elected. 

These three methods have been pretty thoroughly tried in various 
countries and the results are before us. Yet the superiority of 
one method or the other is not conceded by all students of the sub- 
ject to have been conclusively established; and, consequently, there 
remains a field for a priori reasoning about the matter, as well as for 
comparison of results. 


Economy or MANAGEMENT 


Experience in the different countries appears to show that under 
state insurance, when all other methods are proscribed, the greatest 
economy of management is found. 

In other countries and in our own, the management expense 
of state funds in which insurance is compulsory has been kept 
down to about Io per cent. This is lower than in the mutual 
associations of employers in Germany, although insurance in them 
is also compulsory. The expense cost is, roughly, 15 per cent in 
such mutual associations as against about Io per cent in the state 
funds of Austria, Norway and the state of Washington. 

The higher expense rate of the German accident associations is 
attributed to two things, viz.: 
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(1) Their separation from the sickness insurance societies which 
compensate for the first thirteen weeks of disability. In these 
the expense ratio is about 6 per cent. There is waste in duplicating 
their organization. 

(2) Large expenditure for inspection and prevention, which is 
generally conceded to have been carried to higher efficiency in 
Germany than elsewhere. 

Mutual associations, even when in competition with stock com- 
panies, always achieve a lower expense rate, even though their 
premiums are materially lower; but when thus in competition they 
must pay commissions which, although lower than those paid by the 
stock companies, materially increase the expense. In such case, 
their expense rate runs from about 20 per cent at lowest to 30 per 
cent or more. 

In inter-insurance or reciprocal insurance, a large number of sub- 
stantial employers uniting in a mutual contract to share their losses, 
the expense rate may be even lower than in state funds. 

The stock companies are always a bad third in the ratio of manage- 
ment expenses, even without taking into account what, if the business 
is to be successful, must also be taken for profit. Their expenses run 
from as low as 23 per cent in France to 35 per cent (without allow- 
ing for expenses of adjustment of claims) in Great Britain and to 
about 50 per cent in the United States. 

Except in Sweden, where the state supplies money to pay solicitors 
7 per cent, no commission is paid by state funds. The result may 
be, as in Belgium, that no state fund is created; or, as in France, 
that but I per cent of the insurance is placed with it, unless, as in 
Austria, Norway, Switzerland and the state of Washington, insur- 
ance with the state fund is compulsory. The management expense in 
state insurance, then, is usually administrative outlay only. 

When mutual associations must compete with stock companies 
whose agents are everywhere bewailing the insecurity of mutual 
insurance and urging the special advantages of accepting a cut-rate 
from a stock company, of course, if mutual companies are to grow, 
they must employ agents. Consequently, their expenses will under 
such circumstances be materially higher than when employers are 
obliged to insure in them. 

Stock companies, which are in the business for a profit, are in- 
fluenced by business considerations to expend money liberally to 
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secure an ample volume of premiums. They are also, of course, 
anxious to avoid unnecessary expenditure; but unless they secure 
the business, they will have nothing to meet fixed charges and yield 
a profit. Consequently, everywhere agency expenditure is in these 
companies the larger part of the expense cost; administrative ex- 
penses may be as low as in mutual associations or even in state 
funds. Sowea’ er 

As far as expenses of management go, state insurance makes the 
best showing. It may not be most economical, all considered, because 
it may do little to (1) prevent accidents and (2) keep down 
awards of compensation; but unless politically mismanaged, it 
is operated at the lowest rate of expense. 


ADJUSTMENT OF CLAIMS 


In adjustment of claims, stock companies are everywhere believed 
to be the most economical. If saving in that direction were the most 
important thing, the decision would be theirs. 

They have no choice but to save here. Take the case of an em- 
ployer of many workmen who, as he could be sure of a fair, average 
experience, might safely carry his own risk. He insures in a 
stock company only if convinced that it will be profitable to do so; 
that is, if its premiums are actually below the net cost to him or 
are so little above it that he is not justified in taking the risk of 
fluctuations rather than pay the excess. If the management ex- 
pense is as in Great Britain, more than 35 per cent, or, as in the 
United States, about 50 per cent, the stock companies must, merely 
in order to recoup their expense, be able to adjust the claims of 
this employer’s employees for under 65 per cent in one case, and 
under 50 per cent in the other, of what it would cost the employer 
to pay them. If, to avoid the risk of fluctuation, the employer is 
willing to pay Io per cent more than the average net cost to him 
of compensating his employees directly, then the company must still, 
in order to do business at all, be able to settle the claims in Great 
Britain at 7144 per cent, and in the United States at 55 per cent 
of what it would cost the employer. 

In the case of the smaller employers who cannot make so close and 
discriminating a comparison, the stock companies may obtain better 
rates; but, in any event, beyond question they must adjust the claims 
as closely as possible if they are to do business without loss. 
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Mutual associations also incline to very close adjustments. When 
in competition with stock companies, this is much sharpened. They 
usually have a considerable margin in their lower expense and not in- 
frequently they create a fictitious margin by failing to carry proper 
reserves; but, notwithstanding, they have a strong incentive to 
keep claims down to the lowest point. 

Managers of state funds, while resisting excessive claims in a 
stolid way and rarely disposed, as might be expected, to make ex- 
travagant allowances, are nevertheless somewhat indifferent, as 
long as everything is regular. They are not usually alert in resist- 
ing extravagant demands or even fraudulent claims. Thus in 
Norway the adjustments are made through affidavits of employer 
and employee and certificates of local notaries; and in Sweden, 
although there the state fund is in competition with both stock 
and mutual companies, the method of adjustment is about the same. 
In Holland it is somewhat more stringent, and in the state of 
Washington an earnest effort appears to have been made to get at 
the facts accurately. 


PREVENTION 

In prevention, the palm goes to the mutual associations of em- 
ployers. The managers of state funds are usually very inactive in 
this respect. Stock companies and mutual associations when in 
competition are not much better; but mutual associations, when 
insurance in them is compulsory, are most effective. 

Undoubtedly, a considerable incentive to improvement of a plant 
might be given by a concession in rates; but when this is allowed 
in competition it is usually merely in order to get the business 
away from another company. Indeed, such competition has an 
almost paralyzing effect upon prevention. This has already been 
seen in other fields of insurance, as, for instance, in the insurance 
of factories against fire, until after mutual associations of the inter- 
insurance type led the way. 

As already mentioned, the most effective encouragement of pre- 
vention has been in Germany, where insurance in mutual associa- 
tions of employers is compulsory. Next in effectiveness have been 
inter-insurance associations of employers, brought together not by 
the solicitation of interested agents but by realization of community 
of interest. 


Unfairly severe adjustment of claims is not a recommendation, 
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especially when combined with great waste in commissions to agents. 
Low expenses may not mean low cost if accompanied by indiffer- 
ence in adjustment and prevention. Low expenses, careful adjust- 
ments and great encouragement of prevention are all things to be 
desired. These are all found in the system of compulsory insurance 
in mutual associations of employers. If insurance in them is not 
compulsory, they are subjected to the strongest possible temptation 
to hold inadequate reserves. In the desire to keep the cost low—in 
general it may be said that, if it cannot be 20 per cent, 30 per cent, 
or even 40 per cent lower than in stock companies, employers con- 
sider the inducement insufficient—resort is had to under-estimating 
the amounts required to provide sums to be paid in future on account 
of awards already made. 

This is not confined to mutual associations. In stock companies, 
in this country and elsewhere, the reserves constantly prove insuffi- 
cient. They seek to make up the deficiencies by increasing rates, 
which often makes matters worse, as the best risks try seli- 
insurance. Especially when there is an interested management with 
clamorous agents, mutual associations essay covering up excessive 
expenses and make a showing by holding inadequate reserves. This 
may not appear for some time; because on account of the contingent 
nature of disputed claims and even of the duration of payment 
periods when dependent upon survival, the insufficiency of reserves 
may be concealed for a time. 

Under compulsion, this disposition may be made a virtue, i.e., by 
abolishing all reserves, except one against fluctuation in claims and 
in the ratio of employment to unemployment; for the purpose of 
a reserve is to enable a company to pay out, if all those who are 
insured in it drop their insurance. Compulsion takes the place of the 
reserve because it requires everybody to keep up his insurance. 

Therefore no more need be collected from year to year than is 
necessary to meet current disbursements and to set up an adequate 
reserve against fluctuation in accident experience and in the propor- 
tion of workmen employed, instead of a sufficient amount to provide 
for all compensation, whether payable this year or thereafter, be- 
cause of accidents of this year. The great success of compulsory 
mutual insurance in Germany is largely due to this, which has 
avoided collecting vast sums of money from German employers in 
advance of actual requirements and has kept the problem one of 
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raising by what is really taxation, sums not larger than are reason- 
ably required. This also is sound. It is real social insurance, like 
taxation to support the poor. Who would deem it requisite to raise 
enough each year by taxation to set up “capitalized values” esti- 
mated to be sufficient to provide for the poor, taken on this year, as 
long as they live? Yet that is just what must be done under any 
system of voluntary insurance or choice of companies for insuring 
workmen’s compensation. 

It can readily be shown that the burden upon industry, when the 
tax reaches its highest point, is not greater than the burden upon 
industry from the outset under the “capitalized value” plan, if the 
value of the money withdrawn from industry is taken into account 
at the same rate at which the money is actually invested; and since 
the value of money in industry is greater than the 3 per cent or 
4 per cent at which such reserves are invested there is a large loss 
involved in paying in this vast sum, many millions of dollars, before 
it is needed. Only under compulsory mutual insurance can this be 
avoided. 

Our countrymen have already demonstrated their full ability to 
cope with the problem of mutual insurance. 

In managing “factory mutual” fire insurance associations Ameri- 
can employers have shown themselves unexcelled masters of the art 
of carrying on insurance at a minimum expense of management, 
with the highest degree of prevention and generally with the greatest 
efficiency, as their latest published returns demonstrate. The cry that 
the burden of “free” service is intolerable in such associations, has 
not frightened manufacturers away from these wonderfully well- 
conducted mutual institutions; aside from necessary direction, the 
management in all its details is intrusted to experts. 

The advantages of compulsory mutual insurance are so little under- 
stood that, even when offered by the manufacturers of Pennsylvania, 
it could not overcome the obstacles interposed by catch words con- 
cerning “free choice of companies” and the like. Possibly we are 
destined to pass through a long, expensive apprenticeship in “satis- 
factory” schemes as in New Jersey where employers pay much and 
workmen and their families get little, before a really worth while 
system can be adopted. If it would surely so result, it might be worth 
all it costs; but if an enormous force of agents is established and 
“vested interests” created, is it so certain that change would be 
easy? 
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CONCLUSIONS 


Four things may be done even under these untoward conditions. 

1. Cooperate to make the state funds as prosperous and successful 
as possible. These are mutual though their management is bureau- 
cratic. They will be quickly responsible, however, to public opinion, 
which will be effectual if active and outspoken. 

2. Avoid “business” mutual companies managed by persons with an 
“interest”, and look with suspicion on over-large savings, especially 
if reserves that are certainly ample have not been set up. Only com- 
pulsion can take the place of reserves. 

3. Form inter-insurance or reciprocal insurance groups with safe 
and ample rates and guarantees, keep expenses down and reserves 
up, specialize on prevention, and economize in every way, especially 
by dispensing with the services of agents. 

4. Form, with the employees, mutual funds, toward which the 
employer contributes the full cost of insurance against death or 
disability due to accident and the full cost of service pensions, and 
also contributes together with his employees to provide benefits in 
event of death or disability due to ordinary causes. 

These plans have worked so well that, even in Germany, there are 
noteworthy instances in which they have been developed to an effi- 
ciency as great as the mutual associations of employers under a com- 
pulsory plan. 

Compulsory mutual insurance, then, affords economy of manage- 
ment, careful adjustment, a maximum of prevention and the only 
way of escape from unnecessarily over-taxing industry from the 
outset. Why, then, with the proper men already developed to direct, 
with hundreds of experts and thousands who will readily be trained, 
and with American workingmen, the best in the world, whether 
native or foreign-born, ready to cooperate, should the United States 
or any state of the United States be satisfied with anything short of 
the best? 


GENERAL DISCUSSION 


Epwin W. De Leon, President, Casualty Company of America: 
This eminent gathering testifies to the universal and unerring belief 
in the fundamental principles of workmen’s compensation. It is 
safe to say that in the evolution of the social policy of the United 
States as a nation, the greatest step forward since the Declaration 
of Independence is the widespread movement among the states to 
abandon the antiquated and discredited doctrines of employers’ 
liability and to substitute therefor a humane, equitable system of 
compensation for the victims of industrial accidents and their 
dependents. The people of the United States have finally and 
definitely joined the ranks of the other great nations of the civi- 
lized world in thus making provision to take care of the so-called 
problem of the equal distribution of economic loss from accidents 
of industry. . 

It is inconceivable, however, that, amid the complex and diver- 
gent conditions existing in the various states, any body of legisla- 
tors, economists or practical social workers, would possess the 
wisdom and ability to frame a single workmen’s compensation law 
that was comprehensive and adequate to meet the requirements of 
forty-eight states, or to devise an exclusive method for successfully 
giving effect to such a law. 

You have heard the claims eloquently advanced in favor of the 
advantages of compulsory state insurance, of casualty company 
insurance, and of compulsory mutual insurance. You have been, no 
doubt, impressed with the sincerity of each speaker and with the 
force of his arguments, that apparently to him, at least, admit of no 
contradiction. And yet each speaker has urged a radically different 
plan, utterly inconsistent with every other, and, with the single ex- 
ception of casualty company insurance, entirely experimental, theo- 
retical and, in all human probability, highly impractical. 

One of the strongest arguments against compulsory state insur- 
ance of compensation is the fact that Norway is the only country 
in the entire world that has had the temerity thus far to embark 
on this perilous and uncharted sea. European nations have not 
been slow to adopt practical and efficient measures for national 
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use, and it is significant that including all forms of state insurance, 
whether fire, life or casualty, less than 1 per cent of the outstanding 
insurance in the civilized world, measured either by policies or by 
amount of insurance, is written by the government, either as 
insurer or as manager. In our country the undeveloped but appar- 
ently unsuccessful experiment in the state of Washington is a timely 
arraignment of compulsory state insurance. In fact, there is no 
precedent to justify the belief that it is the proper function of 
government to engage in the insurance business, any more than to 
monopolize the coal industry, the sale of ice, or of any other public 
commodity. Nor has compulsory mutual insurance demonstrated 
its eternal fitness to occupy this field to the exclusion of all other 
methods. The volume of liability insurance transacted on the mutual 
plan in the entire country up to this time as compared with the 
business of stock companies is such an infinitesimal part of the 
entire amount as to constitute a negligible quantity in considering 
the subject. 

Reliable American statistics are absolutely lacking to sustain the 
claims of mutual casualty companies to serious consideration. Fur- 
thermore, many mutual companies, and so-called inter-insurers and 
reciprocal underwriters organized to transact workmen’s compensa- 
tion insurance, are without adequate financial responsibility, and are 
conducted by men thoroughly lacking in underwriting experience. 

One of these concerns, known as the Illinois Indemnity Exchange, 
recently began business in Chicago and advertised in the public press 
that it could cut the cost of liability insurance in half. In support 
of this bombastic and absurd claim, the attorney in fact naively 
states that “such a wonderful showing as the exchange made last 
year in Kamsas, in reducing the cost of liability insurance fully 
one-half, naturally has brought its own penalty of success. Others 
may copy our plans, but they cannot possibly have our experience.” 
If the insuring public of Illinois can be deceived by the clap-trap 
statements of this “wonderful” underwriter with one year’s expe- 
rience, we may well exclaim, O Experience, how many crimes are 
committed in thy name! The difficulty with most of these schemes 
is that they start off with plenty of go, but they have very little 
staying quality, and their deluded subscribers will ultimately find 
that it is practically impossible to tame a wildcat insurance scheme 
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to the dividend point. The insurers of this country will inevitably 
come to rely upon the dependable, adequate and economical indem- 
nity furnished by casualty insurance companies, protected by ample 
assets and managed by experienced and capable officials, imbued 
with a full sense of their obligations to the state and to policy- 
holders, not less than their duty to their stockholders, to conserve 
honestly and safely the interests intrusted to their care. 

I was honored by the governor of New York by the appoint- 
ment as delegate to represent the state of New York at this con- 
ference. I will not assume to speak for Governor Sulzer on this 
question, but I feel that I may speak for the people of New York, 
and of the entire United States as well, when I ask, on behalf of 
casualty insurance companies, simple justice and fair play; an equal 
opportunity to participate in the solution of this great problem of 
social insurance; an opportunity to test the advantages of experience 
against the theories of inexperience, the advantages of twenty- 
five years of obligations faithfully met against promises and expec- 
tations that may never be realized, the advantages of effective 
organization, intelligent cooperation, and honest administration 
against haphazard unorganized service and inefficiency. 


CHARLES H. CRowNuHART, Chairman, Wisconsin Industrial Com- 
mission: I have listened to the able papers read with great interest. 
I was especially interested in the paper presented by the gentleman 
from New York favoring old line casualty insurance. 

There is a difference between theory and practice; there is a 
difference between prophecy and realization. When our Wisconsin 
compensation law went into effect in September, 1911, we found these 
companies, in combination, issuing a rate book identical in language 
except the title-page. The rates were preceded by an analysis of the 
law false in nearly every conclusion; so much so, that the insurance 
commissioner ordered it withdrawn. But the rates based upon such 
false conclusions were not withdrawn. These rates were twice 
as high for compensation as for liability. The rates remained 
unchanged until February of this year. It was certain that these 
companies would write no compensation insurance under such rates 
and they did not. Had we been dependent upon them for insurance, 
no employer requiring insurance would have elected to go under 
the act. But the act provided for the organization of mutual com- 
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panies and one such organized and began business concurrently 
with the act. This company wrote compensation only. It did a 
large and completely successful business. It charged but 40 per 
cent of the old line rates, which rate proved ample. In the mean- 
time the casualty companies prophesied the failure of the act. They 
fought it boldly and openly at first, and covertly and unfairly later 
on. Even a speech of the defender of the casualty companies here 
to-day was distributed in the state under cover of a plain envelope 
and mailed on the train. It was entitled an address by a “former 
labor commissioner of New York”, not by an attorney for the 
casualty companies. 

To prevent employers from accepting compensation, casualty com- 
panies refused to write public liability insurance separate from 
employers’ liability, which the mutual did not write. 

And these things were done in a state where free competition was 
offered and where casualty insurance companies had a fair field. 

What actually happened? The act proved itself. The old line 
companies were obliged to cut their liability rates or see their 
business go to the mutual. This they did and they lost money and 
lost it fast. By February 1st they had enough of their own bad 
policy and then they changed their rates, increasing liability and 
decreasing compensation, bringing them to the same level for five 
and ten policies, but as the compensation was better covered by such 
a policy it had the cheaper rate. Since that time they have written 
compensation almost exclusively. Now they are cutting compensa- 
tion rates to drive out the mutuals. Will they succeed? They 
. will not. They must recognize common honesty in business affairs 
or the people will put them out of business. Wisconsin adopted the 
policy of the open door. It is for the casualty companies to say 
whether that policy shall continue. These companies have a splendid 
corps of agents in our state who wish to do business along right 
lines, but they have to take direction from the men higher up who, 
in combination in defiance of law, seek to rule or ruin. . 

Old line casualty insurance may be best for compensation. If it 
is, we who are actually administering these acts would like more 
demonstration and less theory, more practice and less prophecy. 

The old line casualty companies justified their high compensation 
rates in Wisconsin because of the liberality of the compensation 
law. Notwithstanding this liberality, for the year 1912 Wisconsin 
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through its mutual companies gave employers the lowest compensa- 
tion rates given by any state having a compensation act. 


Atsert W. Wuitney, Actuary, California Industrial Accident 
Board: At present California is under a compensation law passed 
by the legislature two years ago; the law is an adaptation of the 
Wisconsin law and is like it in all essential respects. It was not 
intended, however, that this should be final, and the Industrial 
Accident Board was directed to report to the present legislature a 
matured plan. Meanwhile by a large majority vote the people of 
California amended the state constitution so as to make possible 
the enactment of a compensation law that would be compulsory 
instead of optional. 

At the session of the legislature which has just ended a compre- 
hensive compensation system was adopted. The main features 
are as follows: 

Compensation is made compulsory in all employments except 
farm labor and domestic service. The bill as prepared by the 
board included farm and domestic labor, but so much opposition, 
based largely on ignorance, developed among the farmers that it 
seemed expedient to make the law optional instead of compulsory as 
regards farm labor. ~The employers’ liability system is on the wane 
and with the spread of knowledge about compensation and an 
appreciation of the seriousness of the employers’ liability with the 
defenses removed it will be only a few years before the farmers 
will come under the system voluntarily. 

Casual employees are treated and understood to be self-employing 
employers. Those for whom they work are not held liable and 
whatever compensation such an employee receives is in virtue of 
insurance that he himself takes out upon himself. 

To make compensation compulsory and not at the same time to 
make it perfectly possible for every employer to obtain insurance 
at a fair rate would be a manifest hardship. Compensation involves 
fundamentally a relation between the employee and society in 
which the employer is only a convenient channel through which 
society may provide for those who sacrifice life and limb in its 
service. Workmen’s compensation insurance is therefore impressed 
with a far greater social import than other forms of insurance, and 
it is therefore almost inevitable that the state should either itself 
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undertake the administration of the insurance system or else that 
it should place it under some effective and drastic form of regula- 
tion. Washington has taken over the whole system. In California 
we have not believed it necessary to go so far. We purpose to use 
the present insurance carriers, regulated, however, by the competi- 
tion of a state insurance company. The law therefore directs 
the Industrial Accident Board to organize and maintain a State 
Workmen’s Compensation Insurance Fund, to be when well estab- 
lished fairly competitive with other insurance carriers. Another 
bill provides for the formation of mutual companies to carry exclu- 
sively workmen’s compensation risks. 

The state fund will furnish insurance at cost. Furthermore it is 
required to accept every risk, with two exceptions. It is allowed to 
decline a line that is beyond its safe carrying capacity and secondly 
it is allowed to fix certain minimum conditions of safety which must 
be complied with before the risk is accepted. No employer there- 
fore will be obliged to go without insurance,—a possible contingency 
with only the stock companies in the field. 

The competition of the state fund will prevent rates from going 
too high. It is quite as important, however, to prevent them from 
going too low. We purpose to relieve the employer from liability if 
he insures. It is therefore necessary to make the companies unques- 
tionably solvent; that means adequate rates. It was planned to 
accomplish this through the agency of a state rating bureau whose 
rates were however not to be mandatory upon the companies except 
as a basis upon which to figure reserves. This bureau was to put 
into operation the method of making rates by schedule, a system 
which has had a wonderful preventive effect in fire insurance and 
can apparently be used with equal advantage in the case of industrial 
accident insurance. This rate-making plan has had, however, for 
reasons of expediency, to be abandoned till the next session of the 
legislature. I believe, however, that one of the lines along which 
this Association may be most useful will be in getting behind a 
movement for schedule rating. The solvency of the companies 
has otherwise to a degree been secured by adopting the New York 
reserve law with, however, the provision that the claims reserve on 
workmen’s compensation insurance shall be figured on a loss ratio 
of not less than 70 per cent. 
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By making the state fund competitive instead of monopolistic 
it is believed that the most serious objection to state insurance 
has been overcome, namely that the state fund will get into politics 
and become inefficient. If the state fund becomes inefficient it will be 
put out of business by the stock companies. The two hold each 
other in check. Furthermore inter-competition among stock com- 
panies may reduce rates, but it will raise rather than lower commis- 
sions ; reduction of commissions can be brought about only by agree- 
ment or by the competition of a state or mutual company. It is not 
the desire of the state fund to bring about a monopoly. It will be 
satisfied to do 10 per cent of the business, but by its regulative power 
it will have a great effect upon the remaining go per cent. The 
theory of the state entering into competition in insurance is the 
same as the theory of the parcel post as a competitor of the express 
companies, 

Another principal feature of the law establishes within the Indus- 
trial Accident Board a department of safety with power to see 
that places of employment are made safe and to prescribe standards 
of safety. This important feature is an adaptation of the Wisconsin 
law. 

Some special scattering features of the law may be adverted to: 

No settlement is binding until it has been approved by the board. 
This will largely prevent fraudulent settlements. 

The small employer who needs compensation quite as much as his 
employees is taken care of by being allowed to place himself and 
members of his family upon his own pay-roll and to insure them 
with his employees in the state fund. 

In order to prevent adverse selection against married men the 
award for death in the case of a man without dependents is the 
same as that for a married man and is paid into a fund which is 
used for accident prevention. 

The California schedule of benefits in its general cost to the 
employer is about the same as that of Wisconsin and Ohio, 
and considerably above that of Massachusetts and New Jersey. 
A great deal of time has been spent on the analysis and perfection 
of this schedule and it is believed that it comes nearer than any, 
other schedule to applying the compensation in the most efficient way. 
This is a matter in which cooperation is desirable, first as a basis 
for fair competition and second as a basis for comparative compu- 
tations of cost. 
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Another matter that the board has very much at heart and on 
which it is most solicitous for cooperation is the problem of rating 
disability. We are not willing to adhere to the crude rating em- 
bodied in some laws in which the rating is made to depend upon the 
physical disability alone. We feel that it is only fair to the worker 
that the other elements in the case, namely his employment and his 
age, should be taken into account. It is a very different thing for 
a typesetter to lose his index finger from what it is for a stevedore, 
and a very different thing for a printer of fifty-five who cannot 
readily learn a new employment from what it is for a boy of eighteen. 
We are at work on a detailed plan of this kind and I very much hope 
that at some time this matter can be presented to the Association in 
the hope of getting cooperation from the different states. It will 
mean a great deal for the cause of actuarial accuracy to have the 
statistics of the various states compiled upon a uniform basis of 
disability. 

I recently spent a couple of mornings with Mr. Pratt, the chairman 
for the first two years of the Washington Industrial Insurance 
Department. He asked me to say for him that the Washington 
plan is working admirably and has the practically unanimous 
endorsement of the employers of the state. At the next session 
of the legislature there will be some slight modifications of the 
plan, most important of which will be the abandonment of the 
segregation of the funds for the different classes. The plan of 
carrying forty different funds is of course actuarially indefensible. 
The account for each of the different classes should be separately 
kept, but to make each class stand or fall by itself is unnecessary 
and sure to result in just such an unfortunate state of affairs as 
they now face in the powder-mill class. This is a detail which 
can readily be changed. 


Ernst Freunp, University of Chicago: May I attempt very 
briefly to summarize the main legal considerations that enter into 
the insurance features of workmen’s compensation legislation? 

There are two kinds of compulsory insurance, quite different 
from each other. 

(1) The law may content itself with requiring simply that some 
kind of insurance be provided. Workmen’s compensation is possi- 
ble even without this feature, and there is no such requirement in 
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the laws of Great Britain, Illinois, Wisconsin, and the majority of 
other American states having compensation laws. But in so far 
as it is absent the chance is taken that in particular cases the law 
may be rendered ineffective through the employer’s inability to 
meet a heavy demand for compensation. Except in the case of 
very large concerns compensation liability is economically imprac- 
ticable without insurance. It therefore needs no argument that 
the law may require insurance; for that simply amounts to saying 
that if the law may impose liability it may also impose the duty 
of making some provision for meeting that liability. It may be 
met by self-insurance or by commercial, mutual or state insurance. 

Where the state requires insurance, it should see to two things: 
first, it should as far as possible safeguard the solvency of the 
insurance fund by appropriate requirements and supervision, and 
this as a matter of fact is the established insurance legislation 
policy of every state; and, second, it should, if necessary, afford 
protection against extortionate rates imposed by casualty com- 
panies, by furnishing facilities for cooperative insurance, as has 
been done in Illinois, or even by providing state managed insurance, 
which should then be placed on a competitive business basis. It may 
be conceded that the state has also the right to protect its own fund 
or cooperative undertakings against unfair competition by private 
companies through temporary rate cutting, intended merely to drive 
the official or cooperative competitor from the field. Ordinarily 
the competition between the casualty companies may be expected to 
check these evils without legislative interference. On the whole, 
then, the legal problems in this kind of compulsory insurance are 
relatively simple. 

(2) In the second kind of compulsory insurance the state itself 
furnishes the required machinery and makes its use obligatory. 
It may do so on the German plan, by organizing employers into 
involuntary but self-governing associations, or on the Norwegian 
plan, which is also adopted in Washington and in Ohio, by vesting 
the entire management in an official board, the employers appearing 
only as assessed contributors. I do not claim any independent 
judgment as between these two plans, but Mr. Sherman’s arguments 
in favor of the German as against the Norwegian plan appear to me 
convincing, and I have not seen them refuted. 
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Under either plan this kind of compulsory insurance constitutes 
a serious invasion of private right. Elaborate arguments have been 
presented in favor of its constitutionality, with much citation 
of authority and reference to the police power. Every question of 
constitutionality ought finally to resolve itself into a question of 
fundamental policy and of justice, and an unjust law sustained is 
perhaps even a little worse than a just law declared unconstitutional. 
From the point of view of justice, the problem of constitutionality 
presented by compulsory insurance is necessarily more complex 
than that presented by workmen’s compensation pure and simple; 
for the law must work out fairness and equity between employers 
as well as between employers and employees. Without unduly 
generalizing from particular instances, references may be made 
legitimately to the Washington powder mill case to illustrate the 
difficulties and possibilities of injustice bordering on confiscation 
which lurk in an imperfectly worked out plan of compulsory insur- 
ance. A false basis of classification or of rating may result in 
burdens and exactions which are entirely unjustifiable. A monopoly 
is at best opposed to the spirit of our institutions, and it is doubly 
indefensible when the scheme which it proposes to force on the 
public is speculative or imperfectly worked out. Those who advo- 
cate compulsory state insurance ought to be very much surer of 
their ground than they appear to be. The burden of proof is upon 
them, and that burden they have so far not met. For the present, 
freedom of insurance to meet the burden of workmen’s compensa- 
tion should be insisted on. 


James B. Carroii, Chairman, Massachusetts Industrial Accident 
Board: I do not believe in compulsory state insurance. Under our 
Massachusetts constitution I think compulsory state insurance is 
an impossibility, but even if it were possible I do not believe in it. 
To say nothing of the officialdom connected with its administration, 
there is always danger of state administered insurance becoming 
ineffective, with the disposition on the part of the administering 
board to be easy rather than just. But on principle, I do not think 
the state should come into a man’s factory and tell him what kind 
of workmen’s compensation he should carry any more than the state 
should tell him how to make his shoes, or spin his cotton, or stamp 
his envelopes. The state should no more dictate to him the kind of 
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compensation insurance than it should dictate to him the kind of 
fire insurance, and when you allow the state to administer the insur- 
ance for the benefit of employees, you take one step in separating 
employer from employee. The employer in the first instance bears 
the burden of the cost, and any system which loses sight of this fact 
is, in my opinion, a mistake. 

Neither do I believe in the opinion that the larger and more 
successful industries should carry their own risks apart from insur- 
ance. We know that under the old system when the employee was 
hurt and when he most needed a friend and expected his employer 
to be one, in many cases he found his employer his enemy. The 
injured employee had to fight every step of the way to a recovery 
of damages, and in eighty per cent of the cases, he was practically 
without recovery of damages in our courts. We are maiming and 
injuring between ninety and one hundred thousand people every 
year in Massachusetts, and this has been going on for years, and 
the cause of much of the unrest we find to-day so prevalent 
throughout the state has arisen in large measure from the way in 
which we have dealt with the question of remunerating injured 
employees. The trouble has been that under the existing system it 
was a contest between the employer and the employee. 

Now, if you allow the employer to carry his own risk, you will 
return to the old system and you renew the trouble which the 
workmen’s compensation act has, in a measure, cured. 

We must remember that not only is the workmen’s compensation 
act a humanitarian measure, based on what I believe are sound 
economic principles, but we are hoping to make it something more, 
to make it a measure of harmony and good feeling between em- 
ployer and employee. A day or two ago we had before an 
arbitration committee in our state a case in which the injured em- 
ployee selected his employer to sit as his arbitrator, and the employer 
was as much interested in securing just compensation for the em- 
ployee as was the employee himself. Such a condition will be 
impossible, in my opinion, if the employer can carry his own risks. 
There is just one exception to this rule. I believe that for various 
reasons the state, the counties, and municipalities should be per- 
mitted to protect their employees under the act without carrying 
any insurance. 


Our experience in Massachusetts was unique. As the bill provid- 
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ing for workmen’s compensation came from the commission who 
drafted it, it provided that there should be one mutual insurance 
company, which was to have the monopoly of all insurance under the 
act. This measure was strongly advocated by the representatives of 
organized labor, but the bill was amended, establishing the open door 
policy, and allowing all companies, stock and mutual, authorized to 
do business within the commonwealth of Massachusetts to carry 
risks under the act. The result has been that after a year’s expe- 
rience, labor and capital, employees and employers, believe in this 
policy of competition between the various insurance companies 
not only in the matter of rates, but in the matter of service. There 
are natural public monopolies, like the telephone, for example; but 
insurance is not a monopoly, and no one company should be per- 
mitted to monopolize the entire field. No one would think of 
allowing one fire insurance company, or one accident or life insurance 
company to monopolize the entire field of business; neither should 
one insurance company, whether stock or mutual, have the monopoly 
of business under workmen’s compensation. Let me illustrate. 
One of our large street railway companies, desiring to insure some 
employees under the act, found that its rate with the stock com- 
panies would be in round numbers $500,000 a year. It applied to 
the mutual company, it was placed in a group by itself, at a pre- 
mium of $125,000 a year; beginning July Ist, it had a very hard 
experience, because it had a strike on its hands, and yet although its 
premium was $125,000, I am told to-day that on eight months’ 
business a returned dividend has been paid to the street railway 
company of 20 per cent. That shows you in one way the advantage 
of competition. Under our law rates are under state supervision, 
and this is a very important thing, for rates may be too low as 
well as too high. We don’t claim to have the best system. Im- 
provements are possible and likely. But I have heard no argument 
advanced here to-day that makes me believe in state controlled insur- 
ance or in permitting employers to carry their own risks, or in giving 
the field to one company exclusively. The proper principle is 
insurance, with competition between all the companies who are 
authorized to carry on business in the state. 


GrorcE J. Lreser, Michigan: I might state that it is a little 
presumptuous of me to speak, because I am an insurance man. I 
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feel, however, that my close contact with the Michigan law has 
been such that possibly I can tell you some things about open compe- 
tition that you do not know. 

One thing that Mr. Duffy touched upon in his talk regarding 
the Ohio plan was that the main element, or one of the main 
‘ elements, working towards the minimum cost, was the matter of 
accident prevention. 

I want to show you what open competition has done in Michigan 
in the way of accident prevention. In the first place, you must 
not forget that the stock companies in making a bid for the right 
to do business and to underwrite a risk under a compensation law 
realize that they must furnish something for the money they are 
paid, and the something that they must furnish under our law 
is service. 

In Michigan, on account of the competition, the stock companies 
early realized that they could not sell their insurance,—and this 
statement will probably seem strange to some of you,—at exactly 
the same price, or at as low a price as the mutual companies or the 
state department could; and they are in no case using Standard 
Oil methods to reduce that price, but are selling their insurance at 
a higher cost than that charged by the other companies. 

There must be some reason, then, why a large majority of the 
employers in Michigan are buying stock insurance. The chief 
reason to which I wish to call your attention is one of the chief 
draw-backs to the mutual and state compulsory plan. In a great 
many industries it is necessary for the employer to know, if he 
wishes to do a successful business, what the definite cost of the 
particular hazard in his business will be. Stock insurance is the 
only proposition that furnishes a statement of definite cost at the 
beginning of any one year. It may be that that cost may be too high; 
or it may be that it may be too low; but the employer knows that 
the premium that he pays is all that he will be assessed. That is 
the chief reason why the larger number of the employers of 
Michigan are carrying stock insurance. 

Another reason is this: Unfortunately, under our business condi- 
tions to-day charges of all kinds depend upon cost. The insurance 
companies were the first to suggest in Michigan that the proper 
method of rating a risk was on its individual merit ; and in that way 
they were the first to furnish a direct incentive towards accident 
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prevention ; in other words, they go into a plant and make an inspec- 
tion and tell the employer wherein he can improve his plant 
conditions, and give him a lower rate if he does it. This has been 
one of the things which has worked towards accident prevention. 
And this competition on the part of the stock companies has forced 
the mutual companies and the state department to work along the 
same lines. 

It is for these reasons that the open competition in Michigan 
has put the stock companies, the mutual companies and the state 
department all in a position where each of them is working as 
hard as possible to operate a little more fairly, to give a little more 
service, and to reduce the cost a little more. It certainly is working 
out with excellent results in our state. 


Mr. WESTERMAN, Michigan: I am handling under the Michigan 
compensation law perhaps as many accidents as any one man in the 
state, and it seems to me that not enough has been said along one 
line. . 

The Michigan compensation law aims to bring together the em- 
ployer and the employee upon mutual grounds. Their interests 
should be identical, or as nearly identical as it is possible to make 
them; and the nearer you get the employer and the employee 
together the more success the law will have, and the more of a 
success will be the business of the employer and the employee. To 
bring them close together is the aim of the Michigan compensation 
law, and I feel that it has accomplished that aim more nearly than 
any other law that I know of. 

With all the accidents that I have handled in the last year I 
have not had difficulty with a single man; and why? Because 
under the Michigan law the employee is working to prevent the 
injury and to provide against it, and the employer is doing the 
same thing; why, then, should there be very much difficulty between 
them? 

This law was gotten up by the employers and the employees, mind 
you, not by the employers alone, and if there is anything wrong 
with it, it will be remedied between the employer and the employee. 
I can see the time when the employer and the employee will stand 
so near together that this strife which appears on the horizon will 
cease. 
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James O’Rettty, Montana: Our experience with workmen’s 
compensation bills in the recent Montana legislature may be inter- 
esting. A compensation bill on the industrial insurance plan, 
endorsed by the Montana State Federation of Labor, was introduced 
in the house and passed the house. A bill on the direct plan was 
introduced in the senate, and passed the senate. A conference com- 
mittee was appointed and brought out a bill on the direct plan. 
This passed the senate, and was killed in the house. It was opposed 
by the labor representatives as not being adequate, and a liability 
bill was then introduced by the friends of labor in the house, and 
passed the house, but was not considered in the senate. 

Several public hearings were held while the bills were pending. 
Large operators favored direct compensation, while smaller operators 
favored the industrial insurance compensation plan. The railroad 
brotherhoods’ joint legislative board, the affiliated crafts, the Bro- 
therhood of Locomotive Engineers, the Brotherhood of Locomotive 
Firemen and Engineers, the Order of Railway Conductors, and the 
Brotherhood of Railway Trainmen objected to coming under the 
proposed compensation laws, preferring to have their state and 
federal liability laws stand as they are. 

The Brotherhood of Locomotive Engineers’ legislative board of 
Montana convened in April, 1912, at Helena to consider the com- 
pensation bills then pending in Congress, and after spending several 
days in studying the data advanced by a commission appointed by 
their president to study and report on compensation laws in foreign 
countries, passed resolutions opposing these bills. The railroad 
joint legislative board of Montana on January 5th, 1913, approved 
these resolutions, and passed further resolutions opposing the 
proposed compensation laws as inadequate substitutes for the 
present federal and state liability laws. In their opinion the proposed 
compensation law for railway employees would not give the railway 
employees or the general public the same protection against acci- 
dents that the liability law now does. 


I. M. Rusinow, New York: If I were a wage worker, I would 
go away from this meeting with very mixed feelings. Undoubtedly, 
the question as to which form of insurance is least wasteful is an 
important one—for the employers who must pay the cost. Whether 
casualty companies should be permitted to write compensation 
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insurance is an important question for them. But the injured wage 
worker is primarily interested not in how the payments will be 
made, but in how much they will amount to. And while our laws 
present a bewildering variety as to form of insurance, they are 
uniformly bad because almost all, with the possible exception of the 
new California act, do not grant compensation that is sufficient. 

A good deal has been said of the touching feeling of harmony 
between capital and labor resulting from the action of the compensa- 
tion systems already established. I think it is an insult to the 
intelligence of the American working class to assume that the sort 
of compensation as yet provided may make it feel satisfied and 
grateful. One is almost tempted to doubt whether the compensation 
acts really present as great an improvement over the old liability 
system as we are ready to assume. It is forgotten that even under 
the old laws liability insurance tended to establish some rough 
system of compensation; i.e., in order to avoid costly litigation and 
large verdicts casualty companies were usually anxious to settle 
as many claims as possible by payments of small amounts. Do the 
workingmen really get more now? 

Let us assume a fairly light accident, one that disables a working- 
man for six weeks without leading to permanent disability. If he 
was earning $12 a week, his compensation in most states will be 
$6 a week. For the first two weeks he will receive nothing. Thus 
his entire compensation will amount to $24, out of which he will 
be forced to pay the cost of medical aid after the first two weeks, 
because in most states the payment of medical benefits is limited to 
two weeks. Do you call that compensation? Will these $24 really 
prevent want? If his earnings are less than $12, his weekly 
benefits will be correspondingly reduced. The minimum in some 
states is only $5, in Massachusetts only $4. It is evidently assumed 
in Massachusetts that a family may be supported on $4 a week. 

Even worse is the treatment of permanent disability cases and 
fatal accidents. I can scarcely assume that the American working- 
men find a situation satisfactory which will leave almost without 
means of support the invalid or the widow or the orphans after 
six or eight years have elapsed. If they do not see the drawbacks 
of this system now, we may be sure that ten years from now, when 
the first temporary pensions have elapsed, there will be a very loud 
outcry against the iniquities of the American compensation system. 
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One word more about the insurance situation. The comparative 
advantages of various insurance institutions were sufficiently dis- 
cussed to-day. But how about the many states, such as New Jersey, 
Nebraska, Wisconsin, California and others, which have left the 
question open? Surely, if a state has not seen its way clear to 
enforce some insurance provision, it has not done its duty toward 
the injured workman, unless in some way it furnishes a guarantee 
that compensation will be paid. Why, with all this attention centred 
upon the form of insurance, did not these states follow the example 
of Belgium, France and Italy, in establishing, at very small cost, 
a state guarantee fund, out of which compensation might be paid 
when the employer or the insurance company fails to do so? There 
is a lesson of European experience that was entirely missed in this 
country. It seems that in writing our labor laws we are still think- 
ing of the employers rather than of the employees. 


J. C. Apperty, Millers’ Mutual Casualty Insurance Company, 
Chicago: With much interest I have listened to the three principal 
speakers, each advocating his own plan of insurance under work- 
men’s compensation law, and to an extent at least condemning all 
other plans as being ill-conceived or inadequate. 

Each of the three referred to the ideal conditions under true 
mutual insurance, but none touched upon the voluntary mutual plan. 
This plan has demonstrated its economy and efficiency through many 
years of practical operation. The New England manufacturers more 
than seventy-five years ago applied this principle to their fire risks 
with the result that their fire insurance cost has decreased from an 
average at that time of 2% per cent to 3 per cent until to-day the 
cost is less than 1/10 of I per cent. The flour millers in their mutual 
companies have reduced the cost of fire insurance from an average 
of 6 per cent to 1% per cent. The lumbermen and various other 
classes of business have, through similar companies, made equal 
progress. Voluntary mutual insurance contemplates more than the 
mere indemnification of the loss; in fact, before indemnification 
comes prevention as first in importance. The enormous savings 
made to policyholders in the mutual companies just referred to 
_have come principally through their study of the hazards in the 
classes of business underwritten by them and the elimination 
of these hazards. By adhering to one class of business, reliable 
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statistics and information can be gathered and utilized to greatest 
advantage in the prevention of future losses. Of how much 
greater importance, therefore, is prevention applied to workmen’s 
compensation insurance which deals with human life and limb 
than when applied to fire insurance which deals only with property. 
Is it not well that we should apply the lessons of the past to the 
present, and if by reason of means tried and proven, covering a 
period of fifty to seventy-five years, we have been able to reduce 
the number of fires occurring in certain lines of risks in a ratio 
of 6 to 1, should we not continue the same successful methods in 
eliminating, as far as possible, the accidents occurring to our 
workmen? We have succeeded in reducing the number of fires 
in spite of the fact that the actual cause of the loss was ascertainable 
in not more than twenty-five per cent of all cases. In compensa- 
tion insurance, the cause of the accident can be ascertained in all 
cases, therefore still greater results should be obtained from the 
prevention work. Already a number of companies of this character 
have been formed and are in operation. 


RicHarp L. Drake, Secretary, Michigan Industrial Accident 
Board: Each of the main speakers has advocated a different 
method of administering a compensation law, and each, I believe, is 
Sincere in stating that his method is the best. It will probably sur- 
prise you to hear that I am fairly able to agree with each of them. 

I can very well echo the sentiments of Mr. Dawson in saying that 
no compensation law will be a success until it adequately com- 
pensates every victim of industrial accident. We in Michigan are 
also with Mr. Duffy of Ohio in the hope that all economic waste 
in the administration of the law will be done away with; and I 
also coincide with Mr. Crownhart’s concluding remarks that if the 
casualty companies do not demonstrate their ability to provide 
compensation fairly, honestly and economically, they must leave 
the field. 

In fact, in Michigan we are trying out each of the methods 
advocated by the principal speakers. We offer altogether four 
options. The state fund plan we have found to work out very 
successfully as at present administered. As far as possible all 
chances for waste have been eliminated under it. The mutual 
companies, two of which have been formed, are doing equally 
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well. They claim to be providing compensation as cheaply as under 
any other method, and we on the industrial accident board have 
the opportunity to know that they are doing it equally as efficiently. 
As to those who are carrying their own risks, I would say that only 
those who are absolutely responsible financially are given this per- 
mission. Thus the employee is given all possible protection by 
the industrial accident board, and the employer is given the oppor- 
tunity of demonstrating the cost of this method of providing com- 
pensation as against the cost of buying insurance in any of the 
other three options. At first sight it would seem that this method 
could be administered without cost other than what might arise 
when an injury is received by an employee; but this is not so. A 
department must be established to keep records and administer 
the duties that arise; medical aid must be furnished, and in most 
of the large concerns throughout the state it has been found neces- 
sary to establish hospital service in connection with the factory. 
This, of course, is in addition to the ordinary first aid; so there is 
considerable cost attached, even in the firm carrying its own risk. 
We now come to the casualty companies. In Michigan we have 
found these companies vying with those who provide insurance 
in other ways in trying to make the compensation law the success 
that we have found it. There is one feature which appears to 
give the private stock company an advantage over either of the 
other two methods of insurance, and that is that when an injured 
employee leaves the state while still entitled to compensation he 
may be taken care of and his case followed to a conclusion by the 
stock company through any one of its local branches throughout 
the country. 

Those who are deeply interested in the successful administration 
of the Michigan law have no complaint to enter against any of 
the four methods, and in the practical working out of the law it 
is conclusively proven that in our state there is room for all. Time 
alone will tell which of the four options is best, which option will 
meet requirements at the least cost to the employer and bring to 
the employee an adequate amount of compensation; and the method 
so proven will, of course, be the one eventually to survive. 
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E Addendum ; New York on December 12, 191 3, Passed a compulsory Workmen’s 
ee Compensation Law to go into effect July 1, 1914. The law requires the employer to 
. insure against accidents to his employees in either of four ways—self insurance (upon 
$ approval of state commission as to security), mutual insurance, private company 
4 insurance, or state fund insurance The law covers an enumerated list of forty-one 
groups of hazardous employments. The scale of compensation is based on 66% per 
ie « cent. of weekly wages for total disability during entire period of disability with a 
‘ maximum limit of $15.00 per week. 
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